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FINANCIAL AND OPERATING SUMMARIES 



1978 

1977 


(dollars in millions, except per share and 

FOR THE YEAR 

hourly employment cost data) 

Net sales. 

$6,184.9 

$5,370.0 

Net income (loss). 

225.1 

(448.2) 

Dividends. 

43.7 

65.5 

Net income (loss) per share. 

$ 5.15 

$(10.27) 

Dividends per share. 

1.00 

1.50 

Net income (loss) as a percent of— 



Net sales. 

3.6% 

(8.3)% 

Stockholders’ equity at beginning of year. 

10.3% 

(16.6)% 

Taxes—Federal, state and foreign income. 

$85.0 

$(463.0) 

—Other. 

203.6 

183.8 

Depreciation. 

321.9 

300.1 

Capital expenditures: 



Replacement and modernization. 

$ 316.3 

$ 405.0 

Environmental quality control. 

82.8 

127.1 

Investments in associated enterprises. 

13.3 

19.8 

Raw steel produced (net tons). 

18,808,000 

16,609,000 

Utilization of capability. 

87.3% 

74.8% 

Steel products shipped (net tons). 

13,075,000 

12,405,000 

Employees—monthly average receiving pay. 

94,500 

100,000 

Employment costs (excluding costs charged to non-recur¬ 



ring items). 

$2,550.0 

$2,368.5 

Average employment cost per hour. 

14.67 

13.40 

AT YEAR END 



Long-term debt. 

$ 999.8 

$1,154.8 

Stockholders’ equity. 

2,360.2 

2,178.9 

Capital expenditures authorized: 



Replacement and modernization. 

$ 243.0 

$ 387.0 

Environmental quality control. 

57.0 

128.0 

Investments in associated enterprises. 

9.0 

14.7 

Orders on hand. 

$2,022.0 

$1,582.0 
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THE CHAIRMAN’S LETTER 



Lewis W. Foy 


TO THE STOCKHOLDERS: 

I am pleased to report that 
Bethlehem achieved a substantial 
turnaround in 1978. After the 
drastic, but necessary, actions we 
took in 1977, I thought at this 
time last year that 1978 would be 
a much better year. It was. 
We had net income of $225.1 
million for 1978, or $5.15 per 
share. This represents a 10.3% 
return on stockholders’ equity, 
which is an improvement but still 
short of our goal. Our objective 
for 1979 is to maintain the mo¬ 
mentum of 1978 and to move 
further toward the goal of attain¬ 
ing rates of return at least equal 
to the average returns of all manu¬ 
facturing companies. 

Looking back over the last 10 
to 15 years, we have done a lot of 
things to strengthen Bethlehem 
and to ensure that it will remain 
a leader in the domestic steel in¬ 
dustry. We have built our Burns 
t Harbor plant which now repre¬ 

sents about 25% of our total 
• capacity. In addition, we have 

modernized other facilities with 
the very latest technology and 
ceased operating unprofitable 
ones. In fact, Bethlehem’s total 
capital spending of almost $4.1 
billion in the last 10 years has 
been primarily for modernization 
and environmental control. 

Strengthening Bethlehem’s abil¬ 
ity to withstand and adjust to the 


pressures that are harmful to the 
success of our business has now 
become part of the daily routine 
of all Bethlehem employees. New 
and improved procedures have 
been instituted to enable us to 
better control our costs. We 
continue to direct substantial 
efforts toward identifying and 
correcting the poor performance 
of any particular operation and 
are prepared to shut down facili¬ 
ties that have no prospect of 
showing adequate profitability on 
a sustained basis. We have also 
been adjusting our operations to 
meet changing market demand, 
including the more stringent re¬ 
quirements of our customers. As 
a result of all these activities, I 
believe Bethlehem is today in an 
excellent competitive position. 

The search continues for busi¬ 
ness opportunities in areas that 
can draw upon our expertise in 
the manufacturing and sale of 
steel and the mining of raw ma¬ 
terials. Recent negotiations with 
representatives from the People’s 
Republic of China for the sale of 
technical and other services is a 
good example. In addition, we 
are always on the lookout for 
other good opportunities, such as 
our successful plastics operations. 

If Bethlehem is going to remain 
competitive and achieve a satis¬ 
factory level of profitability year 
after year, we must further im¬ 
prove our productivity at all 
levels. This means additional ex¬ 
penditures for modem facilities 
utilizing the very latest technol¬ 
ogies, and it also means improved 
people productivity, something 
that requires the concerted effort 
of every employee. 

Looking to 1979, I expect Beth¬ 
lehem to have a good year, both 
from a shipment and profit point 
of view. Currently, our backlog 
and order entry rate are very 
encouraging. The year would be 
even better if the high levels of 
steel imports were to decrease. 
But we must be cautious because 
there are variables which, if they 
take a negative turn, could mod¬ 
ify the outlook for 1979. The 
impact of inflation, the effect on 
the economy of President Carter’s 


wage and price program, the pos¬ 
sibility of a recession, and the 
level of imports are all matters 
that could markedly alter Beth¬ 
lehem’s level of shipments and, in 
turn, our profitability. 

As we look further ahead, I am 
very much encouraged. I see real 
opportunities for Bethlehem. Do¬ 
mestic and worldwide demand for 
steel products should be strong by 
the early 1980’s, and I think the 
import situation will be much 
better. In addition, I expect con¬ 
tinued improvement in Bethle¬ 
hem’s overall profitability. All in 
all, the future looks brighter, and 
this bodes well for everyone asso¬ 
ciated with Bethlehem. 

For some time, I have been 
concerned about the increasing 
demands of government, indus¬ 
trial relations, public affairs, legal, 
accounting and other matters on 
Bethlehem, the steel industry and 
business generally. As a result, 
the Executive Office was reorga¬ 
nized in 1977 to consist of the 
Chairman and three Vice Chair¬ 
men. In mid-1980, I will reach 
mandatory retirement age, and 
there is an increasing need for me 
to devote more time and thought 
to overall corporate matters. In 
order to make this possible and to 
distribute the functions of the 
Executive Office more efficiently, 
the Board of Directors voted to 
further reorganize that Office and 
elected, effective January 31, 
1979, Richard F. Schubert as 
President and Donald H. Traut- 
lein as Executive Vice President. 
The resulting six person Executive 
Office organization is similar to 
that adopted successfully by a 
number of other major corpora¬ 
tions. Our Executive Office has 
worked well for Bethlehem in the 
past, and with this reorganization 
I am sure that it will be even 
more effective. 



Chairman 


February 9, 1979 
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THE YEAR IN REVIEW 


Financial 


INCOME 

Bethlehem’s net income for 
1978 was $225.1 million, or $5.15 
per share of Common Stock, re¬ 
flecting a substantial turnaround 
from the net loss of $448.2 million, 
or $10.27 per share of Common 
Stock, incurred in 1977. Pre-tax 
income for 1978 was $310.1 mil¬ 
lion compared to a pre-tax loss 
for 1977 of $911.2 million. 

Pre-tax income for 1978 was 
increased by $40.7 million, and 
the pre-tax loss for 1977 was de¬ 
creased by $35 million, as a result 
of reductions in inventories valued 
by the LIFO method of account¬ 
ing. Results for 1977 also reflect 
a pre-tax charge of $750 million 
resulting from a plan to close 
down certain steelmaking and re¬ 
lated facilities (see Note B to 
the Consolidated Financial State¬ 
ments) and a pre-tax charge of 
$41 million for the estimated 
clean-up and restoration expenses 
related to a flood in the Johns¬ 
town, Pennsylvania area. With¬ 
out those two charges, the 1977 
pre-tax loss would have been 
$120.2 million and the net loss 
would have been $18.7 million, 
or 42f* per share. 1978 results 
were reduced by an overall loss 
in marine construction operations, 
primarily due to production prob¬ 
lems and the lack of sufficient 
work at our Sparrows Point ship¬ 
yard. 

Bethlehem’s results for 1978 
were a substantial improvement 
over those of the prior two years. 
This was due principally to the 
actions taken in 1977 and a better 
steel market in 1978. But there 
is plenty of room, and a real 
need, for further improvement. 
Bethlehem’s net income for 1978 
was 3.6% of net sales compared 
to a negative percentage for 1977 
and an average of 4.7% for the 
eight years from 1969 to 1976. 
Return on stockholders’ equity 
for 1978 was 10.3% compared to 
a negative percentage for 1977 
and an average of 8.5% for the 
period from 1969 to 1976. 


Figures 1 and 2 compare, re¬ 
spectively, Bethlehem’s return on 
sales and return on stockholders’ 
equity with the averages, based 
on a Citibank survey, for all 
United States manufacturing com¬ 
panies for the ten years 1969 to 
1978. Except for 1974 and 1975, 
Bethlehem’s return on sales 
ranked below the average. With 
respect to return on stockholders’ 
equity, Bethlehem exceeded the 
average only in 1974 and then 
only by one-tenth of one percent. 
As is true of the steel industry in 
general, Bethlehem’s returns for 
a number of years have generally 
been well below the national 
averages for all manufacturing 


companies. Our goal is to attain 
returns at least equal to those 
averages. We must if we are to 
continue to make the substantial 
investments in steel plant facilities 
and equipment that we have been 
making. 

DIVIDEND ACTION 

With the improved financial 
results of 1978, the Board of 
Directors at its January 31, 1979, 
meeting increased the quarterly 
dividend from 25^ to 35 jf, an 
increase of 40%. The first quar¬ 
ter dividend will be payable 
March 10, 1979, to stockholders 
of record on February 9, 1979. 



PERCENT RETURN ON STOCKHOLDERS’ EQUITY(') 
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In announcing the increase in the 
dividend, the Bqard indicated that 
in the future it intends to give less 
emphasis to the payment of extra 
dividends, preferring instead to 
consider changes in the quarterly 
rate when attained results and the 
outlook justify such action. 


REVENUES, SHIPMENTS 
AND PRODUCTION 

Net sales were $6.2 billion in 
1978, an increase of 15.2% over 
the $5.4 billion in 1977. This 
improvement resulted primarily 
from a 5.4% increase in ship¬ 
ments of steel mill and other fin¬ 
ished products from 12.4 million 
net tons in 1977 to 13.1 million 
net tons in 1978, and from price 
increases realized during 1978. 
Production of raw steel increased 
13.2% from 16.6 million net tons 
in 1977 to 18.8 million net tons 
in 1978. The higher production 
level was a significant factor in 
improving profit margins for 1978. 
Interest, dividends and other in¬ 
come increased to $47.7 million 
in 1978 compared to $40.2 million 
in 1977, primarily as a result of 
the increased earnings from a 
larger investment in marketable 
securities and higher interest rates. 

During 1978, through planned 
action, the levels of inventories 
of raw materials on hand were 
substantially reduced. In antici¬ 
pation of early 1979 shipping 
requirements and as a result of 
the actions in the fourth quarter 
of the Fraternal Association of 
Steel Haulers (see page 7), in¬ 
ventories of finished and semi¬ 
finished steel products increased. 


CAPITAL EXPENDITURES 
AND AUTHORIZATIONS 

Capital expenditures, including 
investments in associated enter¬ 
prises, amounted to $412.4 million 
during 1978, compared to $551.9 
million in 1977. Expenditures for 
environmental quality control 
continue to account for a sub¬ 
stantial portion of capital ex¬ 


penditures, aggregating $82.8 mil¬ 
lion in 1978 and $127.1 million 
in 1977, or 20% and 23%, re¬ 
spectively. 

During 1978, capital expendi¬ 
tures of $191.7 million were au¬ 
thorized, compared to $337.8 mil¬ 
lion authorized in 1977. At the 
end of the year, the estimated 
cost of completing authorized cap¬ 
ital projects was $309 million, 
compared to $529.7 million at 
the end of 1977. The newly 
authorized capital expenditures 
are primarijy for replacement and 
modernization of plant facilities 
and for environmental quality 
control. 

We currently estimate that cap¬ 
ital expenditures will be about 
$375 million in 1979 and approxi¬ 
mately $500 million in 1980. It is 
estimated that aggregate expend¬ 
itures for environmental quality 
control for 1979 and 1980 will 
be at least 20% of total capital 
expenditures. Depreciation for 
1979 is estimated to be $352 
million. 


FINANCIAL POSITION 

Bethlehem’s overall financial 
position improved during 1978. 


Our earnings, increased deprecia¬ 
tion, and a refund of Federal 
income taxes paid in prior years 
all resulted in a significantly larger 
cash flow in 1978 as compared to 
each of the three preceding years. 
From December 31, 1977, to De¬ 
cember 31, 1978: 

- Cash and marketable se¬ 
curities increased $54.6 million 
to $293.4 million. 

- Working capital increased 
$80.7 million to $597.9 million. 

- Long term debt decreased 
$155 million to $999.8 million. 

- Long term debt as a per¬ 
cent of invested capital de¬ 
clined to 30% from 35%. 

Over an extended period of 
time, the primary sources of funds 
for capital investment are de¬ 
preciation and retained earnings. 
As shown in Figure 3, in only 
one year out of the past five— 
1978—did these funds exceed our 
capital expenditures. If Bethle¬ 
hem is to sustain a strong capital 
investment program, we must 
continue to improve our profit¬ 
ability. In 1979, we hope to 
do just that, and in so doing to 
strengthen our financial position 
even further. 


Figure 3 

ANALYSIS OF INTERNALLY GENERATED FUNDS AND CAPITAL EXPENDITURES 

($ In Millions) 

5-Year 

Total 1978 1977* 1976 1975 1974 


Net Income. $ 958 $225 $ (19) $168 $ 242 $342 

Less Dividends. 417 44 66 87 120 100 


Income Reinvested in 

the Business. $ 541 $181 $ (85) $ 81 $ 122 $242 

Depreciation. 1,343 322 300 276 234 211 


Available from Opera¬ 
tions for Capital Ex¬ 
penditures. $1,884 $503 $215 $357 $ 356 $453 

Capital Expenditures... 2,601 412 552 407 688 542 


Deficiency in Internally 

Generated Funds... . $ (717) $ 91 $(337) $(50) $(332) $(89) 


* 1977 adjusted to eliminate the effect on earnings of the charges related to facility 
closedowns and flood clean-up and restoration expense. 
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CHANGES IN 
DEBT POSITION 

During 1978, Bethlehem fully 
repaid the $150 million out¬ 
standing under its bank revolving 
credit agreement. Bethlehem has 
the right under the agreement, 
however, to borrow up to $300 
million at any time prior to 
March 1, 1980. Bethlehem also 
has the right to make a term loan 
on March 1, 1980, up to $300 
million, including amounts bor¬ 
rowed and not repaid at that 
date. Any term loan will be 
payable in 16 equal quarterly in¬ 
stallments ending March 1, 1984. 

Bethlehem purchased during 
1978 $68.4 million principal 

amount of various of its out¬ 
standing debt obligations at a net 
cost of $62.9 million for the pur¬ 
pose of meeting current and 
future sinking fund requirements. 
The $5.5 million difference 
between the principal amount 
and the cost of debt repurchased 
is reflected in the Consolidated 
Statement of Income for 1978 as 
interest, dividends and other in¬ 
come. The 1978 purchases in¬ 
cluded the final $21.8 million 
principal amount of Consolidated 
Mortgage Bonds outstanding un¬ 
der our Consolidated Mortgage, 
which had been in existence since 
1918. 

During the fourth quarter of 
1978, three separate revenue bond 
issues in the aggregate amount of 
$64 million were sold to banks to 
finance environmental control fa¬ 
cilities that are now in operation. 
In each case, a local governmental 
body was the issuer of the bonds, 
and Bethlehem has agreed to 
make all payments required by 
the terms of the particular 
financing. 

• To finance certain waste 
water treatment facilities at our 
Johnstown plant, the Cambria 
County Industrial Develop¬ 
ment Authority issued $25.5 
million aggregate principal 
amount of floating rate bonds 
due October 1, 1988. The 
bonds are subject to an annual 
sinking fund of $5.1 million 
beginning October 1,1984. The 
interest rate is 65% of the 


prime rate until October 1, 
1981, and 70% of the prime 
rate thereafter. 

• To finance air control de¬ 
vices on the third basic oxygen 
furnace vessel at our Burns 
Harbor plant, The Town of 
Burns Harbor, Indiana issued 
$20.5 million aggregate princi¬ 
pal amount of 6% bonds due 
November 1, 1993. The bonds 
are subject to a sinking fund 
beginning November 1, 1986, 
in the amount of $2 million per 
year for four years, $3 million 
per year for the next three 
years, and $3.5 million in 1993. 

• To finance various air and 
water pollution control facilities 
at our Bethlehem plant, the 
Northampton County Indus¬ 
trial Development Authority 
issued $18 million aggregate 
principal amount of 6% bonds 
due December 1, 1993. The 
bonds are subject to a sinking 
fund beginning December 1, 
1986, in the amount of $2 mil¬ 
lion per year for six years, and 
$3 million per year for 1992 and 
1993. 


Steel Operations 


Our steel operations had a good 
year in 1978, although we ex¬ 
perienced difficulties during the 
first quarter. Plant operations 
were hampered by heavy snows, 
which limited access by employees 
and, at times, severely restricted 


the availability of both trucks 
and railroad cars for outbound 
shipments. During a blizzard in 
January, the Burns Harbor plant 
was cut off from all access to and 
from the plant for nearly 48 
hours. About 700 of our em¬ 
ployees remained in the plant and 
maintained operations during this 
period. 

Our operations were also ad¬ 
versely affected in the first quarter 
by the 111 day strike of the 
bituminous coal miners. This 
strike increased production costs 
and resulted in the temporary lay¬ 
off of a substantial number of steel 
plant employees. 

After the difficulties of the 
winter period were behind us, our 
operations improved markedly. 
Despite 1978 steel imports of ap¬ 
proximately 21.1 million tons, the 
incoming order rate was high 
and our backlog remained good 
throughout the year. As a re¬ 
sult, numerous shift, daily and 
monthly production records were 
set by various operations, re¬ 
flecting both improved demand 
and improved efficiency. 

Bethlehem’s raw steel produc¬ 
tion for each of the last five years 
is shown in Figure 4. Estimated 
raw steel production capability de¬ 
clined from 22.2 million tons in 
1977 to 21.5 million tons in 1978, 
or 3%. The average rate of utili¬ 
zation of 1978 capability was 
87.3% compared to an average 
rate of utilization in 1977 of 
74.8%. The decline in capability 
in 1978 reflects the closedown de¬ 
cisions announced in the third 
quarter of 1977. In comparison, 



Figure 4 



RAW STEEL 

PRODUCTION 




Domestic 

Bethlehem as a 



Steel 

% of Domestic 


Bethlehem 

Industry* 

Steel Industry 


(millions of net tons) 


1978. 

18.8 

136.7** 

13.8** 

1977. 

16.6 

125.3 

13.3 

1976. 

18.9 

128.0 

14.7 

1975. 

17.5 

116.6 

15.0 

1974. 

22.3 

145.7 

15.3 

• The figures are as reported by the American Iron and Steel Institute. 

** Preliminary. 
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the steel industry’s raw steel pro¬ 
duction capability for 1978 was 
158 million tons, and the average 
rate of industry utilization of that 
capability was 86.6%. 


FACILITIES 

Bethlehem’s new “L” blast 
furnace at the Sparrows Point 
plant commenced operations in 
the fourth quarter of 1978 with 
a minimum of break-in problems. 
The 8,000-ton-per-day furnace is 
the first of the world’s new genera¬ 
tion of furnaces in the United 
States and is the largest blast 
furnace in the western hemi¬ 
sphere. The new furnace, tower¬ 
ing almost 300 feet above ground 
level, replaces four older furnaces 
at the plant. During December, 
“L” furnace produced in excess 
of 200,000 tons of hot metal. 

“L” blast furnace is more effi¬ 
cient than the older furnaces it 
replaces and will provide substan¬ 
tial energy savings. It will also 
aid the Sparrows Point plant in 
its air and water pollution control 
efforts. Computer controls moni¬ 
tor the entire operation of the 
furnace, which will further help 
to reduce material costs and 
maintain uniform, higher quality 
production. 

The new computer-controlled 
110-inch sheared plate mill at the 
Bums Harbor plant became fully 
operational in the first half of 
1978. The new mill, combined 
with the existing 160-inch mill, 
provides Burns Harbor with the 
largest capacity to produce plates 
of any plant in the United States. 
The new plate mill is capable of 


rolling plates ranging from % to 
1 inch thick in lengths up to 120 
feet and has the most sophisti¬ 
cated computer system ever de¬ 
vised for a steel rolling operation 
in the United States. The system 
controls every phase of plate 
production—heating, rolling and 
shearing—while at the same time 
tracking steel from the slab yard 
through the shipping area. The 
system monitors the plate making 
process from the time an order 
is received at the plant until the 
plate is shipped, including the 
preparation of the customer’s in¬ 
voices. The mill uses only recy¬ 
cled water for scale breaking and 
roll cooling. Additional equip¬ 
ment was also added to the 160- 
inch plate mill during the year, 
including a new batch furnace, 
new slow cool facilities and addi¬ 
tional facilities for flame cutting, 
all as part of a roundout of plate 
production capacity at Burns 
Harbor. 

A third basic oxygen furnace 
became fully operational at Bums 
Harbor at the end of March, 
which adds approximately 700,000 
tons to our annual raw steel ca¬ 
pacity. This furnace is capable 
of producing about 300 tons of 
steel in just 40 minutes and is 
equipped with one of the most 
efficient air pollution control sys¬ 
tems ever installed on an Ameri¬ 
can basic oxygen furnace. This 
facility increased the raw steel ca¬ 
pacity of the Bums Harbor plant 
to 5.3 million tons per year. 

In response to the increasing 
demand for Galvalume sheet, 
Bethlehem is expanding its exist¬ 
ing capacity to produce this prod¬ 
uct at the Sparrows Point plant. 


Galvalume sheet, an aluminum- 
zinc alloy coated steel product, is 
an important material component 
for roofing applications in metal 
buildings. Its high corrosion- 
resistance represents a major ad¬ 
vancement in sheet metal tech¬ 
nology, and more and more 
applications of this unique Beth¬ 
lehem coated product are being 
developed in the construction and 
transportation markets. 


Raw Materials 
Operations 


Figure 5 shows the production 
of Bethlehem’s principal raw ma¬ 
terials during 1978 and for the 
four preceding years and the per¬ 
centage of Bethlehem’s consump¬ 
tion of raw materials provided by 
our operations during the same 
period. 

Coal mine production was 
virtually eliminated during the 
first quarter of 1978 as a result 
of the strike by the United Mine 
Workers. In addition to the 
direct operating loss, the strike, 
which lasted for more than 3 
months, required the purchase of 
significant tons of coal and coke 
from outside sources in an attempt 
to maintain operations at our 
steel plants. 

One of the major problems at 
our coal mines for nearly ten 
years has been productivity. In 
1969, Bethlehem had a coal min¬ 
ing work force of about 5,000 


■ 


Figure 5 

BETHLEHEM'S RAW MATERIALS PRODUCTION AND CONSUMPTION 

Production (Millions of Net Tons)* % of Consumption Provided By Operations 

Iron Ore Coal Limestone Iron Ore Coal Limestone 


1978. 14.5 10.1 9.6 81 81 97 

1977. 13.5 11.4 8.7 73 80 98 

1976. 17.3 15.0 9.9 74 77 88 

1975. 17.4 14.2 8.9 69 83 92 

1974 . 21.4 13.8 10.7 78 75 90 


* Includes production of unconsolidated affiliates and amounts sold to third parties, primarily coal. 


5 































employees and produced nearly 
13 million tons of bituminous 
coal. By 1977, there were 8,000 
people mining coal—an addition 
of 3,000 workers—but produc¬ 
tivity had decreased by close to 
50% resulting in a comparable 
production capability of only 11 
million tons of coal. Some of 
this decline in productivity can 
be attributed to safety regula¬ 
tions imposed by the Federal 
Mines Health and Safety Act and 
their implementation. However, 
labor disruptions also contributed 
to the decline. In 1977 alone, 
wildcat strikes resulted in an esti¬ 
mated loss of 1 million tons of 
our coal production capability. 
After the new labor agreement 
was signed in March, 1978, we 
saw a reversal of this trend. All 
full months of production in 1978 
showed improved productivity 
levels over the best month in 
1977. 

While we expect the improve¬ 
ments of 1978 to continue, coal 
production and delivery are now 
being hampered by shortages of 
railroad cars. This is not a new 
problem. Railroad capacity to 
handle the movement of our raw 
materials under normal operating 
conditions is barely adequate. 
But the situation seems to be 
getting worse, and it has serious 
implications for our nation and 
our steel business. Meanwhile, 
our railroad car shop at the 
Johnstown plant is producing 
new hopper and flat cars at high 
operating levels in response to 
the demand. 

The taconite mine and pellet 
plant at Hibbing, Minnesota, 
completed its first full year of 
production with a total output of 
6.1 million tons of high quality 
iron ore pellets. During the year, 
an agreement was reached with 
Republic Steel Corporation for 
their participation in the second 
phase of the Hibbing project. 
Upon completion of the second 
phase, Bethlehem’s total interest 
in the project will be approxi¬ 
mately 62%. Republic has con¬ 
tributed $48.3 million to the 
capital costs of the second phase, 
and the proceeds of that contribu¬ 
tion were distributed to Bethle¬ 


hem. Additional capital contribu¬ 
tions will be made to the Hibbing 
project by all participants in the 
second phase as construction pro¬ 
gresses. 

Bethlehem has substantial 
developed and undeveloped coal 
reserves which, because of the 
rising costs of alternative energy 
sources, could provide significant 
profit opportunities in the future. 
During 1978, sales of coal to third 
parties amounted to 2.7 million 
tons. This represents a 15.8% 
decrease from 1977 sales and was 
caused primarily by the loss of 
three months’ production due to 
the coal strike. Despite the cur¬ 
rent depressed demand for coal, 
we are continuing to emphasize 
the importance of this phase of 
our business for the long-term. 
Various opportunities are being 
explored in an effort to secure 
long-term sales commitments for 
purchases by coal consumers in 
1979 and future years. 


Other Operations 


MARINE CONSTRUCTION 

The results of our marine con¬ 
struction operations for 1978 were 
disappointing. This is attribut¬ 
able primarily to production prob¬ 
lems and the lack of contracts 
for ship construction work at our 
Sparrows Point shipyard. Busi¬ 
ness for our east coast repair 
yards was also at an unusually 
low level throughout 1978. 

There were some bright spots 
during the year, however, partic¬ 
ularly with respect to drilling 
rig construction. Our Beaumont 
shipyard signed contracts for eight 
new drilling rigs during the first 
half of 1978. The new orders 
included three cantilevered jack¬ 
up rigs which are a new design 
developed by Bethlehem to move 
over existing wellhead structures 
for either exploratory or develop¬ 
mental drilling. Our Singapore 
shipyard also signed a contract 


during the year with the China 
National Machinery Import and 
Export Corporation for one jack¬ 
up rig and delivered one rig that 
had been contracted for earlier. 

Despite the reduced volume of 
business during 1978, our six re¬ 
pair yards completed major over¬ 
haul jobs on seven Navy vessels 
and repaired over 700 other ships. 
Six other major naval overhaul 
jobs were being worked on at 
year’s end. 

In 1978 the Sparrows Point 
shipyard completed and delivered 
bow sections for two 390,000 dead¬ 
weight ton tankers being built at 
another shipyard. Work con¬ 
tinues at the yard on two 27,340 
deadweight ton container ships 
which will be the largest container 
ships ever built. Production prob¬ 
lems on these ships during the 
year contributed to the overall 
loss in our operations. Despite 
these problems and the current 
lack of contracts for ship con¬ 
struction work, we are presently 
continuing operations at the Spar¬ 
rows Point yard. We have ap¬ 
pointed a new management team 
for the yard, and we have adopted 
more intensive cost evaluation 
procedures. In addition, con¬ 
tracts for two new vessels have 
recently been signed, and bids for 
additional work are pending. 


TRANSPORTATION 

In June, the latest addition to 
Bethlehem’s Great Lakes ore- 
carrying fleet, the 1,000-foot long 
Lewis Wilson Foy, completed its 
maiden voyage from the Great 
Lakes iron ore region to the Burns 
Harbor plant, transporting some 
56,568 gross tons of iron ore pel¬ 
lets. This is Bethlehem’s second 
ore carrier of this size, and a third 
one, which is now under construc¬ 
tion, is scheduled for delivery in 
1980. The Foy delivers iron 
ore pellets primarily to the Burns 
Harbor plant, but it is also ca¬ 
pable of transporting pellets to 
the Lackawanna plant and of 
carrying other bulk materials. 

At the end of 1977, the Venoil 
and the Venpet, two 326,000 ton 
super tankers owned by Bethle- 
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hem subsidiaries, collided off the 
coast of South Africa. The ships, 
which are chartered to a sub¬ 
sidiary of Gulf Oil Corporation, 
returned to service during 1978. 
Bethlehem did not sustain any 
significant financial loss as a re¬ 
sult of the collision. 


PLASTICS 

Kusan, Inc., a wholly-owned 
subsidiary of Bethlehem, con¬ 
tinues to experience rapid, profit¬ 
able growth. Kusan and its 
affiliates produce custom molded 
plastics products for the automo¬ 
tive, business machine, appliance, 
construction, furniture, textile, 
electrical and other industries. 
Proprietary plastics products in¬ 
clude toys, games, shutters, resi¬ 
dential siding, mirror frames, fur¬ 
niture and medicine cabinets. 

With 12 domestic plants located 
in eight states and one plant in 
Canada, Kusan is in an excellent 
position to continue the rapid 
development of its business. 


CHINA 

A new wholly-owned subsid¬ 
iary, Bethlehem International En¬ 
gineering Corporation, signed an 
agreement in December with 
China National Technical Im¬ 
port Corporation (Techimport), 
Peking, People’s Republic of 
China, to furnish certain techni¬ 
cal, engineering and management 
advisory services, as well as cer¬ 
tain mine planning and testing 
services, in connection with the 
development and expansion of 
the Shuichang iron ore mine and 
mine facilities. The Shuichang 
project involves major expansion 
of an existing open pit mine to an 
annual capacity of 30 million met¬ 
ric tons of crude ore, the construc¬ 
tion of a new beneficiation plant 
with an annual processing capac¬ 
ity of 24 million metric tons and 
the construction of a pelletizing 
plant with a 4 million metric ton 
annual capacity. Bethlehem and 
Techimport also reached an un¬ 
derstanding for Bethlehem to pro¬ 
vide additional services in con¬ 


nection with the procurement 
and construction phases of the 
Shuichang project, subject to the 
signing of mutually satisfactory 
agreements. Final agreements for 
these phases have not yet been 
signed. We look forward to the 
development of these business 
activities. 


General 


LABOR RELATIONS 

Certain issues concerning the 
interpretation of the new so- 
called “Rule-of-65” pension bene¬ 
fit, which arose in connection with 
the negotiation of the collective 
bargaining agreement in 1977 with 
the United Steelworkers of Amer¬ 
ica, were submitted to binding 
arbitration. On April 5, 1978, 
the arbitration panel rendered its 
decision, the effect of which was 
to make certain employees with 
20 or more years of service as of 
their last day worked who were 
laid off as the result of the per¬ 
manent shutdown of a facility 
and whose last day worked was 
prior to January 1, 1978, poten¬ 
tially eligible for the Rule-of-65 
early retirement pension. It is not 
anticipated that any adjustment 
of the 1977 non-recurring charge 
related to facility closedowns will 
be required to cover any possible 
liability that may result from the 
arbitration decision. 

Our steelworkers received an 
additional 10ff per hour wage in¬ 
crease effective on February 1, 
1978. A subsequent August 1 
wage increase, including incre¬ 
mental amounts between job 
classes, averaged approximately 
12ff per hour. These wage in¬ 
creases, together with cost-of- 
living adjustments and increased 
costs of employee benefits, re¬ 
sulted in a total increase in 
hourly employment costs of ap¬ 
proximately $1.00 for the year. 
The August 1 cost-of-living ad¬ 
justment, which amounted to 19 
per hour, was the largest such in¬ 


crease ever granted to the steel¬ 
workers. Since 1972, when they 
became part of the union contract, 
cost-of-living adjustments have 
aggregated $2.41 per hour. These 
cost-of-living adjustments have 
also been granted generally to our 
non-exempt salaried employees. 

The protracted strike that 
closed our coal mines from Decem¬ 
ber 6, 1977, through March 26, 
1978, was settled when the mem¬ 
bership of the United Mine 
Workers of America ratified the 
third tentative agreement that 
had been negotiated by the rep¬ 
resentatives of the United Mine 
Workers and the Bituminous Coal 
Operators Association. Bethle¬ 
hem estimates that its coal mining 
labor costs will increase by ap¬ 
proximately 36% over the life of 
the three-year agreement. 

New three-year agreements 
with the Shipbuilders’ Union 
(IUMSWA) covering approxi¬ 
mately 5,500 hourly employees 
and certain salaried employees 
at Bethlehem’s four east coast 
shipyards at Baltimore, Boston, 
Hoboken and Sparrows Point 
were negotiated in 1978. In¬ 
cluded in the settlement for the 
new agreements, which became 
effective on August 14, 1978, were 
across-the-board wage increases 
of 50* per hour in the first year 
of the agreements and 40#f per 
hour in each of the second and 
third years and continuation of 
limited cost-of-living payments. 

The labor agreement covering 
employees of Iron Ore Company 
of Canada, a major iron ore pro¬ 
ducer in which Bethlehem has an 
equity interest of approximately 
20%, expired on February 28, 
1978. A strike commenced on 
March 9, 1978, and concluded on 
July 19. The strike interfered 
with our normal day-to-day oper¬ 
ations, but it had no serious 
financial effect on Bethlehem. 

Shipments by truck from our 
major steel plants were disrupted, 
beginning November 10, by the 
picketing of members of the Fra¬ 
ternal Association of Steel Haulers 
(FASH). Bethlehem, along with 
six other major steel companies, 
successfully ended the Associa- 
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tion’s actions by gaining enforce¬ 
ment of an earlier injunction 
against the Association and its 
members. The Association’s ac¬ 
tions resulted in some delay in 
shipments during the fourth quar¬ 
ter of 1978 and a modest increase 
in inventory pending shipment in 
1979. The overall effect on oper¬ 
ations was relatively minor. 


TAKE IT TO THE TOP 

In 1978, we ran an employee 
contest called “Take It To The 
Top”. The purpose was to en¬ 
courage our employees to suggest 
ways to cut costs, improve pro¬ 
ductivity and increase efficiency. 
And they told us. More than 
9,000 ideas were submitted by 
our employees. We estimate that 
the suggestions, when imple¬ 
mented, will produce savings to 
Bethlehem in excess of $10 million 
over the next three years. With 
this start, we will be involving 
our employees in other ways of in¬ 
creasing productivity—from raw 
materials through finishing opera¬ 
tions in order to decrease costs 
and improve our profits. 


STATUS OF 1977 ACTIONS 

In the third quarter of 1977, 
Bethlehem made a decision to 
close down certain marginal steel¬ 
making and related facilities, re¬ 
duce capital expenditures and 
reduce hourly and salaried work 
forces. As discussed in Note B 
to the Consolidated Financial 
Statements, a $750 million pre¬ 
tax charge to income was recorded 
in the third quarter of 1977. The 
$750 million charge represented 
the costs of pensions and of other 
benefits accruing to terminated 
and laid-off employees, the write¬ 
off of the facilities involved and 
other closedown costs. As a re¬ 
sult of the decision, many fa¬ 
cilities, principally at the Johns¬ 
town and Lackawanna plants, 
were closed down immediately. 
Others have continued to operate 
temporarily in order to achieve 
optimum balance between steel¬ 
making and finishing facilities 
during the phase-out periods. In 


addition, several raw materials 
facilities have been closed and 
our ocean transportation opera¬ 
tions have been reduced. 

Approximately 10,000 employ¬ 
ees have been, or are ultimately 
expected to be, terminated from 
the active work force as a result 
of these facility closings and the 
general force reduction at all loca¬ 
tions. In addition, primarily as 
a result of the steps taken in 1977, 
selling, administrative and general 
expenses, which had increased 
9.5% annually from 1969 to 1976, 
increased only 4.8% in 1977 and 
2.0% in 1978. The 1977 and 
1978 increases are well below 
those that would have resulted 
merely from the effects of in¬ 
flation. 

In 1977, Bethlehem reached an 
understanding with the United 
States Environmental Protection 
Agency and the Pennsylvania 
Department of Environmental 
Resources postponing compliance 
with certain environmental qual¬ 
ity control requirements at the 
Johnstown plant. This under¬ 
standing provided us with about 
2 years to review the future 
level of steelmaking operations at 
Johnstown. 

We are now considering plans 
to construct a multi-million dollar 
electric furnace steelmaking fa¬ 
cility at the Johnstown plant and 
are reviewing these plans with the 
environmental authorities. We 
do not expect to develop a final 
recommendation with respect to 
this matter for another two to 
three months, at which point it 
will be submitted to Bethlehem’s 
Board of Directors for approval. 
If the new facility were con¬ 
structed, it would replace the 
current coke oven, blast furnace 
and open hearth complex. The 
Johnstown plant annual steel¬ 
making capacity would remain 
at about 1.2 million tons, and 
employment would average about 
6,900 at normal operating levels. 


STEEL PRICES 

During 1978, prices for steel 
products were increased in an 


effort to offset the continually 
rising costs of energy, raw ma¬ 
terials, labor and environmental 
quality control. These price in¬ 
creases were necessary despite our 
very serious concern about infla¬ 
tion in this country. To indicate 
our support of the Federal gov¬ 
ernment’s efforts to control in¬ 
flation, Bethlehem, when an¬ 
nouncing a 3% price increase on 
most steel mill products effective 
July 30, stated that prices for 
those products would not be in¬ 
creased again in 1978, barring 
unforeseen circumstances and as¬ 
suming that inflation pressures 
were brought under control. We 
kept that pledge. 

However, because costs have 
continued to rise, we were forced 
to raise prices again in January 
1979. These new prices were 
within the price standard of the 
President’s anti-inflation program. 
We intend to be both responsive 
and responsible with the govern¬ 
ment’s efforts to combat inflation, 
but it should be recognized that 
we face existing contractual com¬ 
mitments in our labor agreements 
and price increases from suppliers 
not covered by the guidelines 
program which may increase costs 
to a point where price increases 
above guideline levels would be 
justifiable. 

Bethlehem’s 1978 operating re¬ 
sults clearly demonstrate that 
these price increases were needed. 
In order to achieve our long-term 
goal of a rate of return at least 
equal to the average of all United 
States manufacturing companies, 
realistic price increases, as well 
as sustained high levels of pro¬ 
duction and improved levels of 
productivity from our facilities 
and employees, are required. 


IMPORTS 

Steel imports have grown from 
approximately 2 million tons in 
1958 to the record level of just 
over 21 million tons in 1978. 
Figure 6 sets forth the percentage 
of apparent domestic supply cap¬ 
tured by imports in various prod¬ 
uct categories during the past 5 
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Figure 6 





IMPORTS AS A PERCENTAGE 

OF APPARENT DOMESTIC STEEL SUPPLY* 


1978 

1977 

1976 

1975 

1974 

Structural shapes and piling. 

27% 

28% 

24% 

16% 

18% 

Plates. 

27 

22 

18 

14 

13 

Sheets, strip and tin mill products 
Bars, rods, tool steel and semi¬ 

16 

16 

11 

12 

11 

finished . 

12 

13 

11 

12 

14 

Other. 

27 

25 

23 

18 

18 

Total—All Products. 

18% 

18% 

14% 

14% 

13% 

* Based on data reported by the American 
preliminary. 

Iron and Steel Institute, 1978 data 


Figure 7 

ENVIRONMENTAL EXPENDITURES 

% of Total 
Capital 

Amount Expendi- 

Year ($ Millions) tures 

1978 

$ 82.8 

20.1% 

1977 

127.1 

23.0 

1976 

58.5 

14.4 

1975 

68.9 

10.0 

1974 

46.4 

8.6 

1973 

21.0 

7.8 

1972 

18.6 

10.1 

1971 

23.6 

7.8 

1970 

23.4 

6.8 

1969 

32.2 

7.8 


Total $502.5 Avg. 12.2% 


years, excluding steel imported in 
the form of finished goods. 

During 1978, the Federal gov¬ 
ernment’s Trigger Price Mecha¬ 
nism (TPM) became operational. 
The TPM is designed to help 
control the level of imports being 
dumped into the United States 
below their production costs by 
setting so-called trigger prices for 
various product categories. If 
foreign producers export steel to 
the United States at a price below 
the applicable trigger price, the 
Treasury has the authority to re¬ 
view the transaction and consider 
whether to initiate an accelerated 
anti-dumping investigation. To 
date, the TPM has not been very 
effective in solving the steel dump¬ 
ing problem, especially with re¬ 
spect to imports from European 
Economic Community (EEC) 
countries, and, in part, this can 
be attributed to a number of 
serious deficiencies in its design 
and application. 

Recently, the import problem 
has broadened. Imports from 
traditional sources, Japan and the 
EEC, have continued. In addi¬ 
tion, however, there has been a 
significantly increasing trend of 
imports from Canada and de¬ 
veloping countries. Imports from 
these sources have risen from 
approximately 1.6 million tons in 
1969 to almost 7 million tons in 
1978. We are concerned about 
this trend because we anticipate 
that it will continue and further 


complicate the overall import sit¬ 
uation. 

Despite the partial failure of 
the TPM, Bethlehem has tempo¬ 
rarily refrained from initiating 
any major legal actions under the 
trade laws in order to give the 
TPM a fair test. We are working 
with the Federal government in 
an effort to improve the TPM 
and its administration. Finding 
a solution to the steel dumping 
problem as soon as possible con¬ 
tinues to be critical for Bethlehem 
and the rest of the industry. If 
the TPM does not generate the 
desired results in the near future, 
other alternatives will have to 
be pursued. We do not believe 
that the domestic steel industry 
can withstand the effects of high 
levels of unfair imports year after 
year. If they do continue at 
these levels, especially during pe¬ 
riods of slack demand, further 
cutbacks in operations and em¬ 
ployment must be anticipated and 
needed modernization will be im¬ 
peded. 


ENVIRONMENTAL CONTROL 

Bethlehem spent approximately 
$83 million in 1978 for environ¬ 
mental quality control facilities 
and equipment. That brings our 
total outlay for environmental 
control facilities since the early 
1950’s to approximately $640 mil¬ 
lion. Most of these expenditures, 
about $503 million, have been in¬ 
curred in the past 10 years. The 
annual amount of these expendi¬ 


tures and the percentage relation¬ 
ship to total capital expenditures 
are shown in Figure 7. 

In the past 10 years, approxi¬ 
mately 12% of Bethlehem’s cap¬ 
ital spending has gone into envi¬ 
ronmental control facilities. It is 
presently estimated that Bethle¬ 
hem may be required to spend as 
much as $600 million more for 
environmental control by 1984. 

These capital outlays do not 
represent the entire cost of en¬ 
vironmental control facilities. In 
addition to the basic capital in¬ 
vestment, we incur substantial 
annual costs to operate and main¬ 
tain these essentially non-produc¬ 
tive facilities. In 1978, those 
costs approximated $123 million, 
excluding interest costs but in¬ 
cluding depreciation charges of 
$33 million and incremental 
energy costs of $25 million. Main¬ 
tenance, energy and depreciation 
costs will continue to escalate. 
As in the past, Bethlehem sup¬ 
ports our nation’s goal of creating 
and maintaining a healthy en¬ 
vironment. However, this goal 
must be tempered with an aware¬ 
ness of the need for a healthy 
economy and the job opportu¬ 
nities that industrial expansion 
provides. The benefits of en¬ 
vironmental control should be 
balanced against the direct and 
indirect costs involved in attain¬ 
ing the goal. Bethlehem will con¬ 
tinue to work with all environ¬ 
mental agencies to establish more 
rational, cost-effective standards, 
regulations and timetables. 
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CONSOLIDATED STATEMENTS OF INCOME 
AND INCOME INVESTED IN THE BUSINESS 


Revenues: 

Net sales. 

Interest, dividends and other income. 

Costs and Expenses: 

Cost of sales (Note C). 

Depreciation. 

Selling, administrative and general expense 
Interest and other debt charges. 


Income (Loss) before Non-recurring Items and Provision ( Credit) 
for Taxes on Income . 


Non-recurring Items: 

Estimated closedown costs (Note B). 

Flood expense. 

Income (Loss) before Provision (Credit) for Taxes on Income... . 

Provision (Credit) for Taxes on Income (Note L) . 


Net Income (Loss) $5.15 and $(10.27) per share. 

Income Invested in the Business, January 1 . 

Deduct: Dividends ($1.00 and $1.50 per share) 
Income Invested in the Business, December 31 . 


Year Ended December 31, 


1978 

(dollars in 

1977 

millions) 

$6,184.9 

47.7 

$5,370.0 

40.2 

$6,232.6 

$5,410.2 

$5,224.0 

321.9 

290.2 

86.4 

$4,863.2 

300.1 

284.6 

82.5 

$5,922.5 

$5,530.4 

$ 310.1 

$ (120.2) 

— 

$ 750.0 
41.0 

— 

$ 791.0 

$ 310.1 

$ (911.2) 

$ 85.0 

$ (463.0) 

$ 225.1 

$ (448.2) 

1,672.2 

2,185.9 

$1,897.3 

$1,737.7 

43.7 

65.5 

$1,853.6 

$1,672.2 
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CONSOLIDATED BALANCE SHEETS 


December 31 



1978 

1977 


(dollars in millions) 

ASSETS 



Current Assets: 



Cash. 

$ 55.0 

$ 55.4 

Marketable securities, at cost (approximating market).... 

238.4 

183.4 

Receivables, less allowances of $6.1 and $6.3. 

673.2 

496.7 

Refund of income taxes paid in prior year (Note L). 

— 

134.0 

Inventories (Note C). 

634.8 

626.2 

Total Current Assets 

$1,601.4 

$1,495.7 

Investments in Associated Enterprises (Note E) . 

227.3 

221.7 

Long-term Receivables . 

26.1 

36.1 

Property , Plant and Equipment , Less Accumulated Depreciation 



of $3,576.1 and $3,413.5 (Note D) . 

2,990.9 

2,988.3 

Deferred Income Taxes (Note L) . 

32.4 

80.4 

Miscellaneous Assets . 

55.1 

76.7 

Total 

$4,933.2 

$4,898.9 

LIABILITIES AND STOCKHOLDERS’ EQUITY 



Current Liabilities: 



Accounts payable. 

$ 332.9 

$ 313.9 

Accrued employment costs. 

258.6 

286.6 

Accrued taxes. 

175.4 

129.5 

Current portion of estimated liability for closedown costs 



(Note B). 

37.7 

115.1 

Debt due within one year. 

3.7 

3.3 

Other current liabilities. 

195.2 

130.1 

Total Current Liabilities 

$1,003.5 

$ 978.5 

Liabilities Payable after One Year . 

182.0 

150.8 

Estimated Future Liability For Closedown Costs (Note B) . 

387.7 

435.9 

Long-term Debt (Note F) . 

999.8 

1,154.8 

Total Liabilities 

$2,573.0 

$2,720.0 

Commitments (Notes G & H) 



Stockholders’ Equity (Note I): 



Common stock—$8 par value— 



Authorized 80,000,000 shares; issued and 

* i 


outstanding 45,987,118 shares. 

$ 576.0 

$ 576.0 

Income invested in the business. 

1,853.6 

1,672.2 


$2,429.6 

$2,248.2 

Less: 2,322,499 and 2,322,031 shares of Common Stock 



held in treasury, at cost. 

69.4 

69.3 

Total Stockholders’ Equity 

$2,360.2 

$2,178.9 

Total 

$4,933.2 

$4,898.9 
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CONSOLIDATED STATEMENTS OF 
CHANGES IN FINANCIAL POSITION 


Year Ended December 31, 


1978 


1977 


(dollars in millions) 


Financial Resources Were Provided By: — 



Net income (loss). 

$ 225.1 

$(448.2) 

Items not requiring working capital— 



Non-current portion of closedown costs. 

— 

601.4 

Deferred income taxes. 

46.0 

(379.0) 

Depreciation. 

321.9 

300.1 

Working capital provided by operations. 

$ 593.0 

$ 74.3 

Contribution for participation in Hibbing project. 

48.3 

— 

Sale of property. 

26.1 

39.7 

Increase in liabilities payable after one year. 

31.2 

10.0 

Increase in long-term debt. 

64.0 

150.0 

Other. 

41.4 

6.1 

Total 

$ 804.0 

$ 280.1 

Financial Resources Were Used For: — 



Capital expenditures— 



Replacement and modernization. 

$ 316.3 

$ 405.0 

Environmental quality control. 

82.8 

127.1 

Investments in associated enterprises. 

13.3 

19.8 


$ 412.4 

$ 551.9 

Reduction in estimated future liability for closedown 



costs. 

48.2 

— 

Reduction in long-term debt. 

219.0 

18.3 

Payment of dividends. 

43.7 

65.5 

Total 

$ 723.3 

$ 635.7 

Net Increase ( Decrease ) in Working Capital . 

$ 80.7 

$(355.6) 

Analysis of Changes in Working Capital: — 



Increase (decrease) in current assets: 



Cash. 

$ (-4) 

$ 9.8 

Marketable securities. 

55.0 

(172.2) 

Receivables. 

176.5 

75.2 

Refund of income taxes paid in prior year. 

(134.0) 

95.6 

Inventories. 

8.6 

(207.9) 


$ 105.7 

$(199.5) 

(Increase) decrease in current liabilities: 



Accounts payable. 

$ (19.0) 

$ (39.1) 

Accrued employment costs. 

28.0 

(45.1) 

Accrued taxes. 

(45.9) 

36.4 

Debt due within one year. 

(.4) 

9.6 

Current portion of estimated liability for closedown 



costs. 

77.4 

(115.1) 

Other current liabilities. 

(65.1) 

(2.8) 


$ (25.0) 

$(156.1) 

Increase {Decrease) in Working Capital . 

$ 80.7 

$(355.6) 
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NOTES TO 

CONSOLIDATED FINANCIAL STATEMENTS 


A. ACCOUNTING POLICIES 

Principles of Consolidation —The consolidated fi¬ 
nancial statements include the accounts of Bethle¬ 
hem Steel Corporation, Bethlehem’s interest in the 
Hibbing Taconite joint venture, and all important 
majority-owned subsidiaries, except two ocean trans¬ 
portation subsidiaries. Investments in unconsoli¬ 
dated majority-owned subsidiaries and joint ventures 
are accounted for by the equity method. Invest¬ 
ments representing 50% or less of the voting interest 
are accounted for by the equity method or are carried 
at cost or lower, as appropriate. 


Inventories —Inventories, other than contract work 
in progress, are valued at the lower of cost or 
market, cost being determined by the last-in, first- 
out (LIFO) method, adopted in 1947, in costing the 
principal portion thereof and the first-in, first-out 
(FIFO) or average cost methods in costing the 
remainder. Contract work in progress is valued at 
cost less billings, adjusted for estimated partial 
profits and losses. Generally, partial profits are 
recognized on a pro rata basis after a contract has 
reached seventy-five percent completion. Losses 
are recognized when first apparent. 


Property, Plant and Equipment —Property, plant 
and equipment is valued at cost. Gains or losses on 
dispositions of property, plant and equipment are 
normally credited or charged to accumulated de¬ 
preciation. However, the net book value of certain 
property, plant and equipment which was abandoned 
in 1977, less estimated proceeds of sales and esti¬ 
mated scrap values, was included in the provision 
for estimated costs of closedown of certain steel¬ 
making and related facilities. Maintenance, repairs 
and renewals which neither materially add to the 
value of the property nor appreciably prolong its 
life are charged to expense as incurred. 


Mineral Exploration —Mineral exploration costs 
are charged to expense as incurred except for ex¬ 
penditures to acquire land and mining rights which 
are capitalized. Costs related to the minerals in 
the ground are written off to income on the unit of 
production basis. 


Depreciation —For financial accounting purposes 
depreciation is computed under the straight-line 
method and for income tax purposes substantially 
all depreciation is computed under accelerated 
methods. The depreciation rates used for both 
purposes are based on the guideline lives established 
by the U. S. Treasury Department and for all addi¬ 


tions beginning with the year 1971 reflect the lower 
ranges determined by applying the Asset Deprecia¬ 
tion Range System. 


Pensions —Bethlehem’s Pension Plan is a non¬ 
contributory plan that provides pension and certain 
survivor benefits for substantially all employees. 
Pension costs include current service costs, which 
are accrued and funded on a current basis, and prior 
service costs, which are amortized and funded over 
periods of not more than 30 years. Pension costs 
are determined by an entry age normal actuarial 
cost method, using frozen unfunded prior service 
liability. Current service costs include adjustments 
for differences between actuarial assumptions and 
actual experience. Actuarial assumptions are re¬ 
viewed and revised periodically. 


Taxes on Income —Provisions for taxes on income 
reflect the investment tax credit using the flow¬ 
through method. Deferred taxes have been pro¬ 
vided to reflect the tax effects of reporting income, 
expense and tax credits at different times for finan¬ 
cial accounting purposes and for income tax 
purposes. 


B. CLOSEDOWN OF CERTAIN STEELMAKING 
AND RELATED FACILITIES 

In August 1977, Bethlehem announced a plan to 
close down certain steelmaking and related facilities, 
reduce capital expenditures and reduce hourly and 
salaried work forces. In 1977 a provision of $750 
million was made which was estimated to represent 
the costs and expenses related to the closedown 
decision. However, due to uncertainties inherent 
in estimating the amounts to be paid in future 
years, it was possible that adjustments to the pro¬ 
vision might be required. During 1978, Bethlehem 
reviewed the costs and expenses related to the 
closedown decision, and as a result of such review 
it has been concluded that the remaining liability 
of $425.4 million at December 31, 1978, represents a 
reasonable estimate of the remaining costs and ex¬ 
penses associated with the closedown. Accordingly, 
no adjustment is required to the amount provided 
in 1977. 

During 1978 and 1977, costs of approximately 
$125.6 million and $199.0 million, respectively, were 
charged to the estimated future liability. Of the 
balance of $425.4 million remaining at December 31, 
1978, approximately $419.2 million represents Beth¬ 
lehem’s liability for employment-related costs ac¬ 
cruing to terminated and laid-off employees includ¬ 
ing the costs of pensions, continued life and other 
insurance benefits and supplemental unemployment 
benefits. 
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C. INVENTORIES 

December^ 31, _ 

1978 1977 

(dollars in millions) 

$140.0 $207.6 

103.7 99.8 

321.3 236.0 

69.8 82.8 

$634.8 $626.2 


E. INVESTMENTS IN ASSOCIATED ENTERPRISES 

Investments in associated enterprises are primar¬ 
ily interests in mining operations that provide a 
portion of Bethlehem’s raw material requirements. 
Investments in associated enterprises accounted for 
by the equity method were $129.8 million, including 
advances of $30.8 million, at December 31, 1978, 
and were $125.0 million, including advances of 
$23.4 million, at December 31, 1977. Bethlehem’s 
share in the net income or loss of such companies 
amounted to a loss of $2.5 million in 1978 and in¬ 
come of $7 million in 1977, which amounts are in¬ 
cluded in interest, dividends and other income. 


Ore, coal, fluxes and fuel 

oil. 

Scrap, pig iron, alloys and 
manufacturing supplies. 
Finished and semi-finished 

products. 

Contract work in progress 
less billings rendered... 


At December 31, 1978 and 1977, certain LIFO 
inventory quantities were lower than their respective 
year earlier levels. These liquidations reduced cost 
of sales by $40.7 million in 1978 and $35 million 
in 1977. 

The amounts of inventories valued by the LIFO 
method, approximately $491 million at December 
31, 1978, and $476 million at December 31, 1977, 
are less than replacement or current cost by ap¬ 
proximately $837 million at December 31, 1978, and 
$762 million at December 31, 1977. 


D. PROPERTY, PLANT AND EQUIPMENT 


December 31, 



1978 

1977 


(dollars in millions) 
Gross 

Class of Properties 

Steel producing and mis¬ 
cellaneous. 

Raw material (net of de¬ 
pletion) . 

Transportation. 

Marine construction. 

$5,465.9 

704.7 

184.0 

212.4 

$5,332.7 

705.6 
159.9 

203.6 


$6,567.0 

$6,401.8 


Net of Accumulated 
Depreciation 

Steel producing and mis¬ 
cellaneous. 

Raw material (net of de¬ 
pletion) . 

Transportation. 

Marine construction. 

$2,404.7 

392.8 

114.6 

78.8 

$2,388.8 

430.3 

89.6 

79.6 


$2,990.9 

$2,988.3 


LONG-TERM DEBT 

December 31 , 


1978 

1977 

Consolidated Mortgage 
Bonds 

(i dollars in millions) 

3%. Due 1979. 

Debentures 

$ — 

$ 21.8 

3 %%. Due 1980. 

3.1 

3.1 

5.40%. Due 1992. 

96.7 

101.8 

6^%. Due 1999. 

73.1 

84.0 

9%. Due 2000. 

110.6 

132.0 

8H%. Due 2001. 

200.0 

200.0 

8.45%. Due 2005. 

9H% Notes 

250.0 

250.0 

Due 1979 through 1997. 
4J^% Subordinated 

28.9 

29.5 

Debentures. Due 1990. 
5J4%— 7.6% Obligations 
related to pollution con¬ 
trol revenue bonds. Due 

77.7 

86.7 

1988 through 2002. 

4 %%— 754% Notes and 
lease obligations of con¬ 
solidated subsidiaries. 

164.0 

100.0 

Due 1979 through 1993. 

4.0 

4.7 


Revolving Credit Agree¬ 


ment: 

Notes payable to banks 


due March 1, 1980. 

— 

150.0 


$1,008.1 

$1,163.6 

Less unamortized 

debt discount... 

7.1 

7.6 


$1,001.0 

$1,156.0 

Less amounts due 

within one year.. 

1.2 

1.2 


$ 999.8 

$1,154.8 


The effective interest rate of any individual debt 
issue is not materially increased above the stated 
rate by the applicable debt discount. A $25.5 mil¬ 
lion pollution control revenue bond issue bears in¬ 
terest at 65% of the prime rate until October 1, 
1981, and 70% of the prime rate until maturity on 
October 1, 1988. 
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The amounts shown above are net of securities 
owned. At December 31, 1978, the excess of ma¬ 
turities and sinking fund requirements over securities 
owned and available therefor in the next five years 
was: $1.2 million in 1979, $5.0 million in 1980, $11.1 
million in 1981, $17.7 million in 1982, and $21.3 mil¬ 
lion in 1983. 


Bethlehem has a revolving credit agreement with 
a group of banks providing for loans prior to March 
> 1, 1980, in an amount not to exceed $300 million at 

any one time. Borrowings under this agreement, 
of which there were none outstanding at December 
l 31, 1978, bear interest at the prime rate of the agent 

bank; however, the annual interest rate on the 
borrowings may not exceed 7.25% prior to March 1, 
1979, and 7.5% prior to March 1, 1980. Bethlehem 
is required to pay a commitment fee at the rate of 
Y<i of 1% per annum on the daily average unused 
amount of the available credit. Bethlehem has the 
right under the credit agreement to make term 
loans on March 1, 1980, in an aggregate amount not 
in excess of $300 million. The proceeds of such 
term loans will be simultaneously applied, to the 
extent required, to the repayment of the then out¬ 
standing revolving credit loans. Any such term 
loans will be evidenced by term notes, which will 
be payable in 16 equal quarterly installments. 
Interest on any term loan, prior to March 1, 1981, 
will be payable at a rate equal to the prime rate of 
the agent bank and, on and subsequent to March 1, 
1981, at a rate equal to % of 1% above the prime 
rate of the agent bank. 

Under informal agreements with the participating 
banks, Bethlehem has agreed to maintain average 
compensating balances of 10% of the total commit¬ 
ment plus 5% of outstanding borrowings. These 
balances are not subject to withdrawal restrictions. 


G. COMMITMENTS AND CONTINGENT 
LIABILITIES 

Based on its proportionate interest in certain 
associated raw material enterprises, Bethlehem is 
entitled to receive its share of the raw materials 
produced by such enterprises and is committed to 
pay its share of their costs, including amortization 
of their long-term indebtedness. Bethlehem’s share 
of such amortization averages approximately $6.2 
million annually through 1983. In addition, Beth¬ 
lehem has guaranteed indebtedness of various enter¬ 
prises, including that of certain associated enter¬ 
prises, aggregating $37 million at December 31, 
1978. 


properties. At December 31, 1978, the total esti¬ 
mated cost to complete such additions and im¬ 
provements was $300 million. 


Bethlehem, in the ordinary course of its business, 
is the subject of various pending or threatened legal 
actions involving governmental agencies or private 
interests. Bethlehem believes that any ultimate 
liability arising from these actions should not have 
a material adverse effect on its consolidated financial 
position at December 31, 1978. 


H. LEASES 

Bethlehem has entered into noncancelable leases, 
principally for vessels, which at December 31, 1978. 
provided for aggregate minimum rental payments 
of $130.1 million as follows: $29.6 million in 1979, 
$26.1 million in 1980, $13.5 million in 1981, $7.7 
million in 1982, $6.9 million in 1983, and $46.3 
million thereafter. Rental expense for real estate, 
office machinery and equipment was $23.8 million 
in 1978, and $23.9 million in 1977, and for vessels 
was $25.3 million in 1978 and $33.4 million in 1977. 


I. STOCKHOLDERS' EQUITY 
AND STOCK OPTIONS 

During 1978 and 1977, Bethlehem reacquired 468 
and 491 shares, respectively, of Common Stock. 
The authorized stock includes 20,000,000 shares of 
Preferred Stock, par value $1 per share, none of 
which has been issued. 


The 1975 Stock Option Plan provides for the 
granting of up to a maximum of 500,000 shares of 
Common Stock during each plan year but not ex¬ 
ceeding an aggregate of 2,000,000 shares for the 
five-year period covered by the plan which ter¬ 
minates on March 31, 1980. Options become 
exercisable six months after the date granted and 
expire ten years from the date granted. The pur¬ 
chase price of the Common Stock covered by each 
option is equal to the fair market value of Common 
Stock at the time the option was granted. Alterna¬ 
tively, options may be surrendered at the election 
of the holder and, to the extent of the difference 
between the option price and the fair market value 
of the Common Stock at the date of surrender, the 
option holder shall receive Common Stock or, under 
certain conditions, a combination of Common Stock 
and cash. 


Bethlehem has placed purchase orders for a sub- The Common Stock account is increased by the 

stantial portion of the estimated cost to complete difference between the option price and the average 

authorized additions and improvements to its cost of treasury shares used upon exercise of options. 
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Changes in options outstanding during 1977 and 
1978 under the 1975 Stock Option Plan were as 
follows: 


Balance, 1/1/1977. 

Granted. 

Terminated or cancelled 
Balance, 12/31/1977... 

Granted. 

Terminated or cancelled 

Balance, 12/31/1978... 


Number Option 
ot Shares Price or Range 

753,050 $38%-41% 

394,000 35% 

(96,400 ) 35%-41% 

1,050,650 35%-41% 

496,600 22% 

(141,600) 22%-41% 

1,405,650 22%-41% 


pension portion of the estimated future liability for 
costs attributable to the closedown of certain steel¬ 
making and related facilities by approximately 
$1,247 million. 

In addition, payments of $17.1 million in 1978 
and $14.3 million in 1977 were made to multi¬ 
employer pension plans under the provisions of 
various labor contracts. 


i 

L. TAXES 


At December 31, 1977 and 1978, all options then 
outstanding were exercisable. No options were 
exercised or surrendered during 1977 and 1978. At 
December 31, 1977 and 1978, respectively, 923,800 
and 500,000 shares were available for future granting. 


J. SPECIAL INCENTIVE COMPENSATION PLAN 

Under the Special Incentive Compensation Plan 
provided for by Article Tenth of Bethlehem’s 
Amended Certificate of Incorporation, certain ex¬ 
ecutives and other key employees receive special 
incentive compensation in the form of dividend 
units. The aggregate number of dividend units 
credited for a year is determined by dividing an 
amount equal to 1%% of the consolidated net 
income for the year by the market value per share 
of Bethlehem Common Stock at the beginning of 
the year. Each dividend unit entitles the holder 
(or his estate in the event of death) to receive cash 
payments equal to cash dividends paid on a share 
of Common Stock during his life, or, at a minimum, 
until the 15th anniversary of the termination, by 
death or otherwise, of his service with Bethlehem. 
Under certain circumstances the duration of the 
payments is subject to earlier termination. Divi¬ 
dend units credited under the Plan were 160,273 for 
1978. There were no units granted for 1977. 
Charges to expense attributable to dividend units 
were $3.5 million and $2.2 million in 1978 and 1977, 
respectively. 


K. PENSIONS 

Pension costs for the pension plan of Bethlehem 
and certain of its subsidiaries were $273.9 million in 
1978 and $272.1 million in 1977. In addition to the 
1977 provision for pension costs, a portion of the 
estimated costs of the closedown of certain steel¬ 
making and related facilities (see Note B) was 
attributable to pensions and other employment 
costs related to terminated and laid-off employees. 

The actuarially computed value of vested benefits 
as of December 31, 1978, exceeded the sum of the 
market value of the Pension Trust Fund and the 


The provision (credit) for taxes on income consist 
of the following: 


1978 1977 



(i dollars in millions) 

Federal—Current. 

$ 

25 

$ (95) 

—Deferred. 


38 

(354) 


$ 

63 

$(449) 

Foreign—Current. 


9 

9 

State—Current. 


5 

2 

Deferred. 


8 

(25) 

Total income taxes... 

$ 

85 

$(463) 


In addition to income taxes, Bethlehem incurred 
costs for other taxes as follows: 


1978 1977 


(dollars in millions) 


Employment taxes. 

$129.2 

$111.5 

Property taxes. 

37.9 

45.7 

State and foreign 

taxes. 

32.2 

26.6 

Federal excise tax on 

coal. 

4.3 

— 

Total other taxes. ... 

$203.6 

$183.8 


Total income tax expense (credit) differed from 
the amount computed by applying the Federal in¬ 
come tax rate of 48% to income (loss) before income 
taxes. That computed amount and the items which 
made total income tax expense (credit) vary from 
it are as follows: 



1978 

1977 


(«dollars in millions) 

Computed amounts. 

$148.8 

$(437.4) 

State income taxes. 

6.8 

(12.0) 

Investment tax credits.. . 

(52.4) 

(45.1) 

Percentage depletion on 

United States mineral 

properties. 

(27.7) 

(15.1) 

Minimum tax. 

1.5 

23.4 

Miscellaneous items. 

8.0 

23.2 

Total income tax ex- 

pense (credit). 

$ 85.0 

$(463.0) 
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Timing differences and their effects on the pro¬ 
vision (credit) for deferred income taxes are as 
follows: 


1978 1977 



(dollars in millions) 

Expenses associated with 
the closedown of facili¬ 
ties (See Note B). 

$ 47.2 

$(305.6) 

Investment tax credit 
carryovers arising in: 
—1978. 

(52.4) 


—1977. 

— 

(45.1) 

—Prior years. 

24.0 

(43.0) 

Tax depreciation over 
book depreciation. 

19.7 

23.1 

Earnings under the Mer¬ 
chant Marine Act of 
1970. 

8.2 

.2 

Miscellaneous items. 

(.7) 

(8.6) 


$ 46.0 

$(379.0) 


Investment credit carryovers, on a tax basis, of 
$116.5 million (expiring $19.0 million in 1983, $45.1 
million in 1984 and $52.4 million in 1985) are avail¬ 
able to reduce future income tax liabilities. Federal 
income tax laws now require the utilization of in¬ 
vestment tax credit carryovers before credits arising 
in the current year, and, in addition, increase the 
limitation of utilizable investment tax credit from 
50% to 90% of income tax liability over the phase-in 
period of 1979 to 1982. 


Federal income tax returns for Bethlehem and its 
subsidiaries for the years 1961 through 1975 are 
under consideration by the Internal Revenue Ser¬ 
vice. The Service has proposed adjustments, the 
major portion of which have been contested by 
Bethlehem, for the years 1961 through 1972. Most 
of the proposed adjustments relate only to the timing 
of deductions, and would result in offsetting ad¬ 
justments in other years. Because of the complex¬ 
ity of the issues involved, it is not possible at this 
time to determine the amount of deficiencies and 
interest which may ultimately be payable for these 
years. However, Bethlehem believes that it has 
made adequate provision so that final settlement of 
its Federal income tax liabilities for all years will 
not have any material adverse effect on its con¬ 
solidated financial position at December 31, 1978. 


M. SUPPLEMENTARY INCOME STATEMENT 
INFORMATION 


1978 1977 

(dollars in millions) 

Maintenance and repairs. . $753.1 $702.0 

Research and development. 37.1 42.7 

Interest, dividends and other income includes 
$5.5 million in 1978 and $2.8 million in 1977 for 
gains on the repurchase of long-term debt. 


Income Invested in the Business at December 31, 
1978, includes approximately $11.6 million of un¬ 
remitted earnings of subsidiaries which have been 
invested for indefinite periods. Accordingly, any 
income taxes which may be payable on the remit¬ 
tance of those earnings have not been accrued. 


The 1977 current Federal income tax credit 
arises primarily because of the refund of $134 million 
of 1974 income taxes which resulted from a carry¬ 
back of the 1977 net operating loss. The credit is 
net of minimum tax liabilities for 1975, 1976, and 
1977, which arose in 1977 due to the carryback of 
the net operating loss. The 1977 deferred Federal 
and state income tax credits arose mainly due to 
estimated costs related to the closedown of certain 
steelmaking and related facilities (see Note B) 
which were recorded for financial purposes in 1977 
but which are not deductible for tax purposes until 
future years. The deferred Federal income tax 
credit for 1977 includes $88.1 million of investment 
tax credit carryovers which are realizable in future 
years. 


N. SEGMENT REPORTING 

Bethlehem is an integrated steel producer engaged 
primarily in the manufacture and sale of steel and 
steel products including steel mill products and 
manufactured and fabricated products which differ 
only in the degree of specialized manufacturing 
processes. Incidental to the steel business, Bethle¬ 
hem is engaged directly and through partially 
owned enterprises in the mining and transportation 
of various raw materials, primarily coal and iron ore. 
In addition, Bethlehem’s operations include marine 
construction and repair activities and the manu¬ 
facture and sale of plastic products. Although 
certain of these activities represent separately iden¬ 
tifiable segments, the revenues, operating profits and 
identifiable assets related to the manufacture of steel 
and steel products typically constitute more than 
90% of the respective consolidated totals and thus 
constitute a dominant industry segment. In 1978, 
the marine construction segment incurred operating 
losses in excess of 10% of combined operating profits 
of all identifiable segments. However, management 
believes that these operating results are abnormal 
and are not indicative of past or expected future 
results. 
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O. REPLACEMENT COST INFORMATION 
(Unaudited) 

As required by Rule 3-17 of Regulation S-X of the 
Securities and Exchange Commission, Bethlehem’s 
Annual Report on Form 10-K (a copy of which is 
available upon request) contains estimated data on 
the current replacement cost of inventories, gross 
and depreciated replacement cost of productive 
capacity, the cost of sales on the basis of the re¬ 
placement cost of the goods or services at the time 
of sale and depreciation expense on a replacement 
cost basis. Such information shows that, on the 
basis of estimated replacement cost, inventories, 
property, plant and equipment and depreciation 
expense would be significantly greater than on the 
basis of historical cost. Cost of sales would be 
slightly higher on the replacement cost basis than 
on the historical cost basis, excluding the cost savings 
resulting from the efficiencies of modern production 
facilities. If such cost savings were recognized, it is 
estimated that cost of sales on a replacement cost 
basis would be considerably less than on an historical 
cost basis. 


P. QUARTERLY FINANCIAL DATA (Unaudited) 


(«dollars in millions , except per share data) 

Net Income (Loss) 


1978 

Quarter 

Net 

Sales 

Cost of 
Sales f 

Amount 

Per 

Share 

First.... 

$1,380.9 

$1,216.2 

$ i.i 

$ .02 

Second.. 

1,601.4 

1,316.6 

84.8 

1.95 

Third. .. 

1,554.8 

1,310.2 

64.7 

1.48 

Fourth. . 

1,647.8 

1,381.0 

74.5 

1.70 


$6,184.9 

$5,224.0 

$ 225.1 

$ 5.15 

1977 

Quarter 

First 

$1,269.8 

$1,174.6 

$ (25.2) 

$ (.58) 

Second.. 

1,462.5 

1,328.1 

34.8 

.80 

Third. .. 

1,286.4 

1,222.9 

(477.0)* 

(10.92) 

Fourth. . 

1,351.3 

1,137.6 

19.2 

.43 


$5,370.0 

$4,863.2 

$(448.2) 

$(10.27) 


t Cost of sales for the first and fourth quarters of 
1978 was reduced by $25 million and $15.7 mil¬ 
lion, respectively, due to LIFO inventory 
reductions; cost of sales for the third and 
fourth quarters of 1977 was similarly reduced 
by $15 million and $20 million, respectively. 

* After non-recurring pre-tax charges of $791 
million. 


REPORT OF INDEPENDENT ACCOUNTANTS 


To the Board of Directors and Stockholders 
of Bethlehem Steel Corporation: 

We have examined the Consolidated Balance Sheets of Bethlehem Steel Corporation and its consolidated 
subsidiaries at December 31, 1978 and 1977 and the related Consolidated Statements of Income and Income 
Invested in the Business and Changes in Financial Position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our report dated February 10, 1978 our opinion on the 1977 financial statements was qualified as being 
subject to the effect, if any, of the ultimate determination of the actual costs and expenses associated with 
the decision announced in August 1977 to close down certain steelmaking and related facilities. As explained 
in Note B, management now believes, and we concur, that the provision for estimated costs of the closedown 
made in 1977 represents a reasonable estimation of the ultimate amount of costs and expenses to be incurred. 
Accordingly, our present opinion on the 1977 financial statements, as presented herein, is no longer qualified 
with respect to this matter. 


In our opinion the accompanying financial statements present fairly the financial position of Bethlehem 
Steel Corporation and its consolidated subsidiaries at December 31,1978 and 1977 and the results of their opera¬ 
tions and the changes in their financial position for the years then ended in conformity with generally accepted 
accounting principles applied on a consistent basis. 


153 East 53 rd Street 
New York, N. Y. 10022 
February 9, 1979 
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PENSION PLAN 


PENSION TRUST FUND 


Cash, interest and other 


receivables . 

$ 8.7 

$ 5.7 

Contributions receivable from 

employing companies . 

— 

51.0 

Investments , at cost: 

Short-term obligations. 

84.0 

65.5 

Long-term bonds, notes and 

other obligations. 

413.9 

335.6 

Preferred stocks. 

1.5 

1.5 

Common stocks. 

741.5 

657.4 

Total , at cost . 

$1,249.6 

$1,116.7 

Approximate market value . 

$1,312.3 

$1,178.8 


STATEMENTS OF CHANGES 

1978 

1977 

IN FUND 

Year 


(dollars in millions) 

Balance in Fund, January 1, 



at cost . 

$1,116.7 

$ 964.8 

Add: 



Contributions from employ¬ 



ing companies. 

284.4 

270.0 

Income from investments... 

66.7 

54.7 


$1,467.8 

$1,289.5 

Deduct: 



Pension payments. 

$ 209.8 

$ 171.1 

Net loss on disposition of in¬ 



vestments. 

8.4 

1.7 


$ 218.2 

$ 172.8 

Balance in Fund, December 31, 



at cost . 

$1,249.6 

$1,116.7 


STATEMENTS OF ASSETS 1978 1977 

December 31 
(dollars in millions) 


REPORT OF INDEPENDENT ACCOUNTANTS 
To the Investment Committee and Trustees 

Pension Trust of Bethlehem Steel Corporation and Subsidiary Companies: 


In our opinion, the accompanying Statements of Assets and Statements of Changes in Fund present fairly the 
assets of the Pension Fund under the Pension Trust of Bethlehem Steel Corporation and Subsidiary Companies at 
December 31, 1978 and 1977 and the changes in the Fund during the years, in conformity with generally accepted 
accounting principles consistently applied. Our examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances, including confirmation by the custodian of 
investments owned at December 31, 1978 and 1977. 


153 East 53rd Street 
New York, N. Y. 10022 
January 26, 1979 



SUPPLEMENTAL PENSION PLAN INFORMATION 

The number of pensioners, co-pensioners, and surviving spouses receiving payments under Bethlehem’s Pension 
Plan at December 31, 1978, and 1977, was 46,936 and 43,375, respectively. Pension contributions made under 
Bethlehem’s Pension Plan for substantially all its employees include amounts for current service costs, which are 
accrued and funded on a current basis, and prior service costs, which are amortized and funded over periods of not 
more than 30 years. Pension contributions are determined by an entry age normal actuarial cost method, using 
frozen unfunded prior service liability. Contributions for current service costs include adjustments for differences 
between actuarial assumptions and actual experience. Actuarial assumptions are reviewed periodically and revised 
as appropriate. 


REPORT OF INDEPENDENT ACTUARY 

To the Board of Directors 

of Bethlehem Steel Corporation and Subsidiary Companies: 


We have reviewed the calculations made to determine the level of pension funding for 1978 and the estimated 
actuarial liabilities as of December 31, 1978 and in our opinion the underlying actuarial assumptions used therein 
are reasonable and appropriate in the aggregate and are in conformity with generally accepted actuarial principles. 
It is also our opinion that the level of such pension funding, which is in accordance with the funding program ap¬ 
proved and consistently applied by Bethlehem, when taken in conjunction with the assets of the Pension Trust 
Fund at December 31, 1978 and the additional accrual as of such date for pension liabilities related to the closedown 
of certain facilities, is appropriate, in the light of circumstances prevailing on such date, to ensure the adequate 
future funding of the Pension Plan of Bethlehem Steel Corporation and Subsidiary Companies. 

Jmm,y26 - m9 a. 
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FIVE YEAR FINANCIAL & 
OPERATING SUMMARIES 



1978 

1977 

1976 

1975 

1974 

(dollars in millions, except per share data) 

Revenues: 






Net sales. 

$6,184.9 

5,370.0 

5,248.0 

4,977.2 

5,381.0 

Interest, dividends and other income. 

47.7 

40.2 

56.7 

51.1 

67.7 


$6,232.6 

5,410.2 

5,304.7 

5,028.3 

5,448.7 

Costs and expenses: 

Operating charges: 





2,072.0 

Employment costs. 

$2,550.0 

2,368.5 

2,313.6 

2,139.2 

Materials and services. 

2,889.8 

2,707.0 

2,373.0 

2,240.4 

2,442.7 

Depreciation. 

321.9 

300.1 

275.6 

234.2 

210.9 

Taxes, other than employment and 





63.1 

income taxes. 

74.4 

72.3 

70.8 

68.1 


$5,836.1 

5,447.9 

5,033.0 

4,681.9 

4,788.7 

Interest and other debt charges. 

86.4 

82.5 

77.7 

63.4 

44.0 

Estimated closedown costs. 

— 

750.0 

— 

— 

— 

Flood expense. 

— 

41.0 

— 

— 

— 


$5,922.5 

6,321.4 

5,110.7 

4,745.3 

4,832.7 

Income (loss) before income taxes. 

$ 310.1 

(911.2) 

194.0 

283.0 

616.0 

Income taxes. 

85.0 

(463.0) 

26.0 

41.0 

274.0 

Net income (loss): 






Amount. 

$ 225.1 

(448.2) 

168.0 

242.0 

342.0 

Per share. 

$ 5.15 

(10.27) 

3.85 

5.54 

7.85 

Percent of net sales. 

3.6% 

(8.3) 

3.2 

4.8 

6.3 

Percent of stockholders’ equity 




15.3 

at beginning of year. 

10.3% 

(16.6) 

6.4 

9.7 

Dividends: 






Amount. 

$ 43.7 

65.5 

87.4 

120.1 

100.2 

Per share. 

$ 1.00 

1.50 

2.00 

2.75 

2.30 

Capital expenditures: 






Replacement and modernization. 

$ 316.3 

405.0 

337.7 

605.4 

477.8 

Environmental quality control. 

82.8 

127.1 

58.5 

68.9 

46.4 

Investments in associated enterprises. 

13.3 

19.8 

10.4 

13.5 

17.3 

Long-term debt at year end. 

$ 999.8 

1,154.8 

1,023.1 

856.9 

648.3 

Stockholders’ equity at year end. 

$2,360.2 

2,178.9 

2,692.6 

2,612.0 

2,490.1 

Common Stock at year end: 






Shares outstanding in hands of public* 

43,665 

43,665 

43,666 

43,665 

43,666 

Stockholders. 

161,000 

166,000 

165,000 

179,000 

188,000 

Raw steel produced (net tons)*. 

18,808 

16,609 

18,872 

17,489 

22,281 

Steel products shipped (net tons) *. 

13,075 

12,405 

12,829 

11,865 

16,256 

Iron ore production (net tons) *. 

14,523 

13,480 

17,330 

17,424 

21,459 

Coal production (net tons) *. 

10,077 

11,397 

14,966 

14,209 

13,751 

Employees—monthly average 



105,000 

113,000 

122,000 

receiving pay. 

94,500 

100,000 


In thousands. 









































































MANAGEMENT’S ANALYSIS 


1977 AND 1978 

Shipments and Revenues 

Production of raw steel and 
shipments of steel products were 
13.2% and 5.4% higher, respec¬ 
tively, in 1978 than in 1977. 
Net sales in 1978 were 15.2% 
higher than in 1977, primarily 
due to the increase in shipments 
of steel products and price in¬ 
creases realized during the year. 
Generally, demand for our prod¬ 
ucts remained reasonably satis¬ 
factory throughout 1978 with im¬ 
proved demand from the construc¬ 
tion and machinery markets more 
than offsetting any reductions in 
shipments to other markets. Ship¬ 
ments and revenues in both years 
were reduced by the record levels 
of imports of approximately 21.1 
million tons in 1978 and 19.3 mil¬ 
lion tons in 1977. Results for 
1978 also reflect an overall loss 
from marine construction opera¬ 
tions due primarily to production 
problems and lack of work at the 
Sparrows Point shipyard. In ad¬ 
dition, first quarter 1978 results 
were affected by severe winter 
weather and the 111-day bitumi¬ 
nous coal miners’ strike. 

Interest, dividends, and other 
income increased from $40.2 mil¬ 
lion in 1977 to $47.7 million in 
1978, principally due to higher 
interest rates and a larger in¬ 
vestment in marketable securities. 
This increase was partially offset 
by the fact that affiliated com¬ 
panies accounted for by the equity 
method generated a loss to Beth¬ 
lehem of $2.5 million in 1978 
compared to income of $7 million 
in 1977. The primary source of 
this change was Iron Ore Com¬ 
pany of Canada, which was af¬ 
fected by a four-month labor 
strike that ended in July, 1978. 


Costs and Expenses 
Cost of sales was 7.4% higher 
in 1978 than in 1977 due to higher 
shipment levels and continuing 
escalation of labor, raw material 
and energy costs. Cost of sales 
for 1978 was benefited by higher 
operating rates and by the cost 
reductions resulting from imple¬ 
mentation of the decision in 1977 


to close down marginal facilities 
and to reduce costs (see informa¬ 
tion below concerning the effects 
in 1977 and 1978 of the decision). 
Costs for 1978 and 1977 were 
decreased by $40.7 million and 
$35 million, respectively, as a 
result of planned reductions in 
inventories valued by the LIFO 
method. Depreciation expense 
for 1978 increased by 7.3% com¬ 
pared to 1977, reflecting the full 
effects of 1977 additions and the 
pro-rata effects of current year 
additions, less the effects of prop¬ 
erty write-offs resulting from fa¬ 
cility closedowns. Selling, ad¬ 
ministrative and general expense 
for 1978 was $5.6 million or 2% 
higher than the expense for 1977 
as a result of continuing efforts to 
minimize overhead costs. 

A major part of the loss before 
taxes on income in 1977 is at¬ 
tributable to a pre-tax charge of 
$750 million resulting from a 
plan to close down certain steel¬ 
making and related facilities and 
a pre-tax charge of $41 million 
for the estimated expenses related 
to a flood in July in the Johns¬ 
town, Pennsylvania area. With¬ 
out those charges the loss before 
taxes on income in 1977 would 
have been $120.2 million, and the 
net loss for the year would have 
been $18.7 million. The $750 
million charge included estimates 
of approximately $483 million for 
the present value of pension costs 
and the costs of other benefits 
payable to terminated and laid-off 
employees, $167 million for the 
write-off of closed facilities, and 
approximately $100 million re¬ 
lated to the termination of opera¬ 
tions during the closedown period, 
including operating losses, the 
writedown of inventories and 
losses under certain contracts. 
As indicated in the notes to 
Bethlehem’s 1977 consolidated fi¬ 
nancial statements, there were 
uncertainties at that time in esti¬ 
mating amounts payable in future 
years. As indicated in the notes 
to the 1978 consolidated financial 
statements, however, the costs 
and expenses related to the close¬ 
down decisions were reviewed 
during 1978, and it was concluded 
that the remaining liability of 
$425.4 million at December 31, 


1978, represents a reasonable esti¬ 
mate of the remaining costs and 
expenses associated with the close¬ 
down. Accordingly, no adjust¬ 
ment is required to the amount 
provided in 1977. 


Taxes on Income 
Taxes on income were $85 mil¬ 
lion in 1978 compared to a $463 
million credit in 1977. The latter 
amount reflects the substantial 
pre-tax loss for that year. The 
provision for 1978 and the credit 
for 1977 reflect the effects of the 
investment tax credit and percent¬ 
age depletion on United States 
mineral properties. The tax ef¬ 
fects of the investment tax credit 
and percentage depletion were 
$52.4 million and $27.7 million, 
respectively, for 1978, compared 
to $45.1 million and $15.1 million, 
respectively, for 1977. 


Net Income 

Net income in 1978 was $225.1 
million compared to a net loss of 
$448.2 million in 1977. Net in¬ 
come for the fourth quarter of 
1978 and 1977 was increased as a 
result of reductions in inventories 
valued by the LIFO method of 
accounting. Net income for the 
fourth quarter of 1977 was also 
increased by certain other year- 
end adjustments. The amounts 
of the increases due to LIFO 
inventory reductions, before the 
effects of income taxes, were $15.7 
million in the fourth quarter of 
1978 and $20 million in the fourth 
quarter of 1977. Net income for 
the fourth quarter of 1977 was 
reduced by an adjustment to the 
provision for taxes on income re¬ 
quired to record income taxes for 
the entire year. 


1976 AND 1977 

Shipments and Revenues 

Production of raw steel and 
shipments of steel products were 
approximately 12% and 3.3% 
lower, respectively, in 1977 than 
in 1976, while net sales for 1977 
were slightly higher than in 1976. 
Production and shipment levels 
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fluctuated during the year, but, 
except for the second quarter, 
shipments in 1977 remained rela¬ 
tively low because of the lack of 
improved demand from the con¬ 
struction and capital goods sectors 
of the economy and the amount 
of foreign steel imported into the 
United States. Higher shipments 
in the second quarter occurred 
because of an influx of orders 
from customers who may have 
been anticipating price increases 
and because of certain catch-up 
efforts related to winter-impeded 
production. The reduction in the 
level of production was greater 
than the reduction in the level of 
shipments in 1977 as a result of 
Bethlehem’s plan to reduce its 
inventories. Despite lower de¬ 
mand and reduced shipments, 
revenues increased slightly in 
1977 principally as a result of 
price increases implemented dur¬ 
ing the year. Interest, dividends, 
and other income decreased from 
$56.7 million in 1976 to $40.2 
million in 1977. 

Costs and Expenses 

Cost of sales and selling, ad¬ 
ministrative and general expense 
were 8.4% and 4.8% higher, re¬ 
spectively, in 1977 as compared 
to 1976, reflecting continuing es¬ 
calation in employment costs and 
in the cost of many purchased 
materials and services, principally 
energy. Depreciation also in¬ 
creased 8.9% as a result of new 
facilities placed in service in the 
last twelve months. 

Costs and expenses for 1977 
were increased by a $750 million 
pre-tax charge resulting from a 
plan to close down certain steel¬ 
making and related facilities and 
by a pre-tax charge of $41 million 
for the estimated expenses related 
to a flood in the Johnstown, Penn¬ 
sylvania area. See the analysis 
under 1977 and 1978 for further 
discussion. 

The pre-tax loss for 1977 was 
reduced by approximately $35 
million as a result of the reduc¬ 
tion in inventories valued by the 
LIFO method. Pre-tax income 
for 1976 was increased by ap¬ 
proximately $40 million as a re¬ 
sult of a reduction in inventories 
valued by the LIFO method. 


Profit margins declined in 1977, 
continuing the trend of 1975 and 
1976, because revenues generated 
by increased demand and price 
increases were not sufficient to 
offset increased costs, particularly 
additional labor and energy costs. 
Lower volume and costs resulting 
from work interruptions at several 
coal and iron ore mines also re¬ 
duced 1977 profit margins. 

Taxes on Income 
Bethlehem had a $463 million 
credit for taxes on income in 
1977 compared to taxes on in¬ 
come of $26 million in 1976, 
reflecting the pre-tax loss in 1977 
as well as the effects of the invest¬ 
ment tax credit and percentage 
depletion on United States min¬ 
eral properties. The tax effects of 
the investment tax credit arising 
in 1977 and percentage depletion 
were $45.1 million and $15.1 mil¬ 
lion, respectively, for 1977, as 
compared with $38.4 million and 
$33.3 million, respectively, for 
1976. Without the $750 million 
and $41 million charges in 1977, 
the credit for taxes on income in 
1977 would have been $101.5 mil¬ 
lion instead of $463 million. 


ucts, however, decreased in the 
second half of that year, primarily 
because of shortages of raw ma¬ 
terials, including those caused by 
the coal strike in November and 
December. Nevertheless, reve¬ 
nues and net income increased 
during the second half of 1974, 
primarily because of price in¬ 
creases following the removal of 
Federal price controls at the end 
of April. 

During the first quarter of 1975, 
demand from certain segments of 
the domestic steel market, includ¬ 
ing the construction, automotive 
and consumer goods industry, 
began to decline. The decline 
continued through each of the 
remaining quarters, spreading to 
other segments of the market, 
including the capital goods and 
energy-related segments, and ship¬ 
ments of steel products decreased 
in each quarter of 1975. The 
decrease in shipments and reve¬ 
nues in 1975, as compared with 
1974, reflected both reduced steel 
consumption and substantial in¬ 
ventory reductions by steel con¬ 
sumers, as contrasted with sub¬ 
stantial inventory accumulations 
by steel consumers in 1974. 


Net Income 

Bethlehem incurred a net loss 
of $448.2 million in 1977 compared 
to net income of $168 million in 
1976, as a result of the negative 
factors recited above. Without 
the $750 million and $41 million 
charges in 1977 the net loss would 
have been $18.7 million. Net in¬ 
come for the fourth quarter of 
1976 and 1977 was improved by 
inventory and other year-end ad¬ 
justments. Net income for the 
fourth quarter of 1977 was re¬ 
duced by an adjustment to the 
provision for taxes on income re¬ 
quired to record income taxes for 
the entire year. 


1974-1976 

Shipments and Revenues 

The improved demand for steel 
products that began in 1973 con¬ 
tinued at a high level through 
1974. Shipments of steel prod¬ 


The demand for steel products, 
particularly from the automotive 
industry and other customers for 
flat-rolled products, generally im¬ 
proved in the first half of 1976, 
but declined again in the second 
half of that year. An expected 
improvement in the demand for 
steel from the capital goods sector 
of the economy never materialized 
in 1976. As a result of these 
various factors, shipments and net 
sales declined in the second half 
of 1976, but were higher than for 
the comparable period of 1975. 


Costs and Expenses 

Employment and energy costs 
and the prices of most purchased 
materials and services increased 
substantially during 1973 and 
1974 and continued to rise during 
1975, although at reduced rates 
in some cases. The general in¬ 
crease in employment costs which 
became effective August 1, 1975, 
was a significant factor in 1975 
costs. 
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Employment costs (including a 
31.6% increase in pension costs) 
and the prices of most purchased 
materials and services continued 
to rise during 1976 over their 
levels in prior years. Higher de¬ 
preciation costs (which increased 
17.7% in 1976 over 1975) and 
higher interest costs (which in¬ 
creased 22.5% in 1976 over 1975) 
contributed to the overall in¬ 
creases in 1976 costs and expenses. 

Although demand showed some 
improvement in 1976 when com¬ 
pared to 1975 and certain price 
increases were implemented dur¬ 
ing 1976, the revenues generated 
by the increased demand and 
price increases were not sufficient 
to offset the increased costs. 
Profit margins continued to de¬ 
cline in 1976 as they did in 1975, 


resulting in pre-tax income being 
31.5% lower in 1976 than in 1975. 

During 1976, certain LIFO in¬ 
ventory quantities decreased be¬ 
low 1975 levels which benefited 
1976 pre-tax income by approxi¬ 
mately $40 million. 

Taxes on Income 

The comparably high taxes on 
income in 1974 reflected the in¬ 
come effects of high levels of 
production, shipments, sales and 
prices. Taxes on income in 1975 
and 1976 reflected the effects of 
the lower pre-tax income com¬ 
bined with increases in the invest¬ 
ment tax credit and percentage 
depletion on United States min¬ 
eral properties. The tax effects 
of the investment tax credit and 
percentage depletion were $38.4 


million and $33.3 million, respec¬ 
tively, for 1976; $59.6 million 
and $38.2 million, respectively, 
for 1975; and $11.2 million and 
$27.4 million, respectively, for 
1974. 


Net Income 

Net income in 1974 was un¬ 
usually high because the strong 
demand for steel products resulted 
in higher levels of production, 
shipments, sales and prices. Net 
income was down 29.2% in 1975 
from the record 1974 net income, 
but to a smaller extent than pre¬ 
tax income because of the reduced 
taxes on income. Net income 
declined even further in 1976, 
being 30.6% lower than in 1975, 
primarily as a result of lower 
pre-tax income. 


BETHLEHEM’S PRINCIPAL ACTIVITIES 


Bethlehem is an integrated steel 
producer engaged primarily in the 
manufacture and sale of steel and 
steel products. It is the second 
largest steel producer in the 
United States. It is also engaged 
in marine construction, including 
the building and repairing of 
ships and the building of mobile 
offshore oil drilling platforms, and 
in the manufacture of plastic 
products. 

Incidental to its steel business, 
Bethlehem is engaged in the 
mining of ore and coal and the 
quarrying of limestone, chiefly 
for its own use; the transporta¬ 
tion of ore, coal and limestone on 
the Great Lakes and bulk com¬ 
modities between foreign ports 
and to and from the United 
States; and the operation of short 
line railroads in the vicinities of 
certain of its plants. 

Bethlehem has eight steel pro¬ 
ducing plants, 16 other plants 
for the manufacture of miscel¬ 
laneous steel products and 19 
reinforcing bar fabricating shops. 


Bethlehem also has one plant 
which produces only wire rope 
and related products and another 
plant that primarily produces in¬ 
dustrial fasteners. Bethlehem 
uses basic oxygen, open hearth 
and electric furnaces in the pro¬ 
duction of its steel. Of Beth¬ 
lehem’s 1978 raw steel production, 
approximately 69% was produced 
by basic oxygen furnace facilities, 
20% by open hearth facilities and 
11% by electric furnace facilities. 
The percentage of Bethlehem’s 
income or loss, before provision 
or credit for taxes on income, 
which is attributable to the manu¬ 
facture and sale of steel and steel 
products and its activities related 
to steel operations for the past 
five years is as follows: 1978, 
115.8%; 1977, 100.9%; 1976, 
79.4%; 1975, 89.6%; and 1974, 
97.6%. 

Steel products are distributed 
by Bethlehem principally through 
its own sales organization, which 
has sales offices, mill depots or 
supply stores at 81 locations in 


the United States. Bethlehem 
sells significant amounts of steel 
products to jobbers, dealers and 
steel service centers. Export 
sales, which are less than 2% of 
total sales, are made by its own 
sales organization and through 
foreign sales offices. 

Bethlehem’s marine construc¬ 
tion facilities consist of a ship 
construction yard, three yards 
for ship repair and the construc¬ 
tion of marine equipment, in¬ 
cluding offshore mobile oil drill¬ 
ing platforms, three additional 
ship repair yards and one 70% 
owned yard for building offshore 
mobile oil drilling platforms. 

Bethlehem owns interests in 
various operating raw material 
properties which (excluding ton¬ 
nages applicable to interests not 
owned by it) it estimates con¬ 
tained at December 31, 1978, at 
least (a) 74 million tons of direct 
shipping iron ore and iron ore for 
beneficiation, (b) taconite and 
other low grade iron ore sufficient 
to produce 745 million tons of 
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concentrates and concentrated 
iron ore pellets, (c) 5 million 
tons of manganese ore, (d) 455 
million tons of coal, of which 
approximately 92% is metal¬ 
lurgical coal, 6% steam coal 
and 2% anthracite coal, (e) 679 
million tons of limestone, (f) 10 
million tons of bentonite, and (g) 
0.2 million tons of fluorspar ore. 

In addition to the above esti¬ 
mated reserves at operating prop¬ 


erties, Bethlehem owns interests 
in undeveloped or non-operating 
raw material properties which 
(excluding tonnages applicable to 
interests not owned by it) it 
estimates contained, at December 
31, 1978, (a) recoverable coal 
reserves of at least 550 million 
tons, of which 98% is metal¬ 
lurgical coal, (b) recoverable re¬ 
serves of direct shipping ore and 
iron ore for beneficiation of ap¬ 
proximately 41 million tons, and 


(c) recoverable reserves of taconite 
and other low grade iron ore 
sufficient to produce at least 302 
million tons of concentrates and 
concentrated iron ore pellets. 

The tables below show, for 
1978 and the preceding four years, 
the principal market distribution 
of our products by percentage of 
tons shipped and the contribution 
to Bethlehem’s net sales of various 
classes of products. 


PERCENTAGE OF BETHLEHEM'S 

Principal Market 

STEEL MILL 

1978 

PRODUCT SHIPMENTS 

1977 

BY PRINCIPAL 

1976 

MARKET* 

1975 

1974 

Transportation (including Automotive). 

28.8% 

30.8% 

29.5% 

25.7% 

22.6% 

Construction. 

22.8 

22.9 

22.0 

27.9 

27.0 

Service Centers and Processors. 

20.3 

17.9 

20.0 

18.6 

20.8 

Machinery. 

11.0 

11.0 

10.2 

10.1 

8.9 

Other. 

17.1 

17.4 

18.3 

17.7 

20.7 


100 % 

100 % 

100 % 

100 % 

100 % 

* Includes shipments to own manufacturing and fabricating operations. 


PERCENTAGE OF 

Class of Products 

BETHLEHEM'S NET 

1978 

SALES BY CLASSES 

1977 

OF PRODUCTS 

1976 

1975 

1974 

Steel and Steel Related 

Steel Mill Products 

Sheets, strip and tin mill products. 

33.9% 

34.0% 

33.0% 

24.1% 

31.8% 

Bars, rods, tool steel and semi-finished.. 

13.1 

12.1 

12.3 

11.1 

12.3 

Plates. 

11.1 

10.1 

9.4 

10.4 

8.5 

Structural shapes and piling. 

8.6 

8.3 

8.1 

10.5 

10.4 

Other. 

7.0 

7.7 

7.8 

8.1 

7.6 

Manufactured and Fabricated Products... 

14.6 

14.3 

14.9 

20.4 

16.7 

Other Products and Activities Related to 
Steel Operations (including Raw Ma¬ 
terials) . 

3.9 

5.2 

5.6 

6.4 

4.9 

Total Steel and Steel Related Products and 
activities related thereto. 

92.2 

91.7 

91.1 

91.0 

92.2 

All Other Products and Services (principally 
marine construction and plastics). 

7.8 

8.3 

8.9 

9.0 

7.8 


100 % 

100 % 

100 % 

100 % 

100 % 
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INVESTOR INFORMATION 


ANNUAL MEETING 


INDEPENDENT ACCOUNTANTS DIVIDEND INVESTMENT PLAN 


The Annual Meeting of Stock¬ 
holders of Bethlehem Steel Cor¬ 
poration will be held at 11:00 a.m. 
on Tuesday, April 24, 1979, in the 
Gold Ballroom, Hotel du Pont, 
Eleventh & Market Streets, Wil¬ 
mington, Delaware. A notice of 
the Meeting, the Proxy Statement 
and the Proxy Voting Card will be 
furnished to stockholders with 
this Annual Report. 


i 


TRANSFER OFFICES 

The offices at which transfers 
of Bethlehem Common Stock and 
Debentures may be made are: 
Bethlehem Steel Corporation 
Corporate Securities Division 
Bethlehem, Pennsylvania 18016 
and 

Bethlehem Steel Corporation 
Corporate Securities Division 
One State Street Plaza 
New York, New York 10004 


REGISTRARS OF STOCK 

The registrars for Bethlehem’s 
Common Stock are First Valley 
Bank, Bethlehem, Pennsylvania 
18018 and Morgan Guaranty 
Trust Company of New York, 
New York, New York 10015. 


Bethlehem’s independent ac¬ 
countants are Price Waterhouse 
& Co., 153 East 53rd Street, 
New York, New York 10022. 


ADDITIONAL CORPORATE 
INFORMATION 

The Annual Report to Stock¬ 
holders is only one source of in¬ 
formation about Bethlehem avail¬ 
able to stockholders and the gen¬ 
eral public. Quarterly reports are 
mailed to stockholders about the 
10th of March, June, September 
and December. These reports 
contain financial results and other 
news about Bethlehem, and the 
June report contains a report 
on the Annual Meeting of Stock¬ 
holders. 


Bethlehem’s Form 10-K An¬ 
nual Report to the Securities and 
Exchange Commission provides 
further details concerning Beth¬ 
lehem’s business and other infor¬ 
mation not contained in the 
Annual Report. A copy of Form 
10-K may be obtained without 
charge upon written request ad¬ 
dressed to the Secretary, Bethle¬ 
hem Steel Corporation, Bethle¬ 
hem, Pennsylvania 18016. 


Bethlehem’s Dividend Invest¬ 
ment Plan, initiated in September 
of 1974, provides owners of Com¬ 
mon Stock with a simple, con¬ 
venient and inexpensive way to 
invest in Bethlehem Common 
Stock by the reinvestment of cash 
dividends and/or the investment 
of additional cash amounts up to 
$1000 in any calendar month. 

Bethlehem stockholders may 
enroll in the Dividend Invest¬ 
ment Plan at any time. Further 
information with respect to this 
Plan may be obtained by writing 
the Corporate Securities Division, 
Bethlehem Steel Corporation, 
Bethlehem, Pennsylvania 18016. 


STOCKHOLDER 

CORRESPONDENCE 

General inquiries about Bethle¬ 
hem should be made in writing to 
the Secretary, Bethlehem Steel 
Corporation, Bethlehem, Pennsyl¬ 
vania 18016. 

For prompt assistance on ad¬ 
dress changes, consolidation of 
multiple holdings, lost securities, 
missing dividend or interest pay¬ 
ments and related matters, please 
contact the Corporate Securities 
Division, Bethlehem Steel Corpo¬ 
ration, Bethlehem, Pennsylvania 
18016. The telephone number of 
the Corporate Securities Division 
is (215) 694-2261. 


COMMON STOCK-MARKET AND DIVIDEND INFORMATION 

The principal market for the Common Stock of Bethlehem is the New York Stock Exchange. Bethlehem’s is also listed on the 
Midwest Stock Exchange. The high and low sales prices of the Common Stock on the New York Stock Exchange, and the divi¬ 
dends per share paid on the Common Stock in 1978 and 1977, by quarters, were as follows: 

1978 1977 


Sales Prices Dividends Sales Prices Dividends 

High Low Paid High Low Paid 

January—March. $23,625 $20.00 $0.25 $40,375 $33.75 $0.50 

April—June. 25.75 20.50 0.25 37.50 30.00 0.50 

July—September. 27.125 22.00 0.25 30.875 18.50 0.25 

October—December. 25.50 19.125 0.25 22.25 18.25 0.25 

$1.00 $1.50 
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FACILITIES 


SALES 

OFFICES 


Steel Plants: Sparrows Point, Md. 

• Lackawanna, N.Y. • Bums 
Harbor, Ind. • Bethlehem, Pa. • 
Johnstown, Pa. • Steelton, Pa. • 
Los Angeles, Calif. • Seattle, 
Wash. • Lebanon, Pa. • Williams¬ 
port, Pa. 

Marine Construction and Repair 
Yards: Baltimore, Md. • Beau¬ 
mont, Tex. • East Boston, Mass. • 
Hoboken, N.J. • San Francisco, 
Calif. • Singapore* • Sparrows 
Point, Md. • San Pedro, Calif. 

Reinforcing Bar Fabricating Shops: 
Albany, N.Y. • Baltimore, Md. • 
Buffalo, N.Y. • Chicago, Ill. • 
Cleveland, Ohio • Detroit, Mich. 

• Elizabeth, N.J. • Houston, Tex. 

• Jacksonville, Fla. • Los Angeles, 
Calif. • Miami, Fla. • Minne¬ 
apolis, Minn. • New Haven, 
Conn. • Philadelphia, Pa. • Rich¬ 
mond, Va. • San Francisco, Calif. 

• Seattle, Wash. • Steelton, Pa. • 
Washington, D.C. 

Other Manufacturing Units: Ball- 
ston Spa, N.Y. • Bath, N.Y. • 
Bealeton, Va. • Bedford, Pa. • 
Birmingham, Ala. • Buffalo, N.Y. 

• Charlotte, N.C. • Dublin, Va. • 
Dunellen, N.J. • Fairfield, Md. 

• Jacksonville, Fla. • King of 
Prussia, Pa. • Pulaski, Pa. • 
Raleigh, N.C. • Romulus, Mich. 

• Worcester, Mass. 

Wire Rope Mill Depots: Balti¬ 
more, Md. • Charlotte, N.C. • 
Chicago, Ill. • Cincinnati, Ohio • 
Elizabeth, N.J. • Houston, Tex. • 
Jacksonville, Fla. • Los Angeles, 
Calif. • Minneapolis, Minn. • New 
Orleans, La. • Philadelphia, Pa. • 
Pittsburgh, Pa. • Portland, Ore. • 
St. Louis, Mo. • Tulsa, Okla. • 
Williamsport, Pa. 

Industrial Fastener Mill Depots: 
Birmingham, Ala. • East Chicago, 
Ind. • Houston, Tex. • Lebanon, 
Pa. • Los Angeles, Calif. • Seattle, 
Wash. 

Iron Ore: Hibbing, Minn.* • 
Hoyt Lakes, Minn.* • Labrador 
City, Labrador, Canada* • Schef- 


*Partial Interest 


ferville, Quebec, Canada* • Bu¬ 
chanan, Liberia* 

Coal: Nanty Glo, Pa. • Ebens- 
burg, Pa. • Ehrenfeld, Pa. • 
Windber, Pa. • Mineral Point, 
Pa. • Johnstown, Pa. • Saxon- 
burg, Pa. • Ellsworth, Pa. • Mari¬ 
anna, Pa. • Barrackville, W. Va. • 
Century, W. Va. • Kayford, W. 
Va. • Eunice, W. Va. • Van, 
W. Va. • Drennen, W. Va. • 
Itmann, W. Va.* • Deane, Ky. • 
Virgie, Ky. • Jenkins, Ky. • 
Tamaqua, Pa. 

Limestone: Drummond Island, 
Mich. • Presque Isle, Mich.* • 
Annville, Pa. • Hanover, Pa. 

Lime Plants: Annville, Pa. • Han¬ 
over, Pa. • Lackawanna, N.Y. 
Rutile: Sierra Leone* 

Manganese Ore: Macapa, Amapa, 
Brazil* 

Bentonite: Casper, Wyo.* • Wor- 
land, Wyo.* 

Rail Transportation: Five short 
line railroads in the vicinities of 
the Sparrows Point, Lackawanna, 
Bethlehem, Johnstown and Steel¬ 
ton Plants and one railroad serv¬ 
ing coal mines near Johnstown, 
Pa. 

Water Transportation: Six ore 
vessels on the Great Lakes; three 
owned and three chartered ocean 
going bulk cargo carriers; and 
three coal barges. 

Research: Bethlehem, Pa. Lab¬ 
oratories with facilities for re¬ 
search in minerals beneficiation, 
coal, cokemaking, iron and steel¬ 
making, refractories, chemicals 
and plastics, environmental con¬ 
trol, product development and 
applications, instruments and 
measurement, mill equipment and 
control, and systems analysis. 
Plastics Fabrication: Nashville, 
Tenn. • Franklin, Tenn. • Hen¬ 
derson, Ky. • Greenville, S.C. • 
Gaffney, S.C. • Inman, S.C. • 
Jacksonville, Tex. • Lakeville, 
Minn. • Minneapolis, Minn. • 
Atlanta, Ga. • South Bend, Ind. • 
Stuarts Draft, Va. • London, 
Ontario, Canada* 


Albany, N.Y. 

Atlanta, Ga. 

Baltimore, Md. 
Bethlehem, Pa. 
Bettendorf, Iowa 
Boston, Mass. 

Buffalo, N.Y. 

Chicago, Ill. 

Cincinnati, Ohio 
Cleveland, Ohio 
Columbus, Ohio 
Dallas, Tex. 

Dayton, Ohio 
Detroit, Mich. 

Grand Rapids, Mich. 
Greensboro, N.C. 
Houston, Tex. 
Indianapolis, Ind. 
Jacksonville, Fla. 
Kansas City, Mo. 

Los Angeles, Calif. 
Louisville, Ky. 
Milwaukee, Wis. 
Nashville, Tenn. 

New Haven, Conn. 

New York, N.Y. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Ore. 
Richmond, Va. 

St. Louis, Mo. 

St. Paul, Minn. 

San Francisco, Calif. 
Seattle, Wash. 

Syracuse, N.Y. 

Toledo, Ohio 
Tulsa, Okla. 
Washington, D.C. 

York, Pa. 

Export Sales: 

Bethlehem Steel Export 
Corporation 
Bethlehem, Pa. 18016 
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PRODUCTS 


Sheet and Strip Products: Hot- 
rolled, cold-rolled and galvanized 
sheets • Hot-rolled bands • Hot- 
rolled strip • Galvannealed sheets 
• Electro-galvanized sheets • 
Hot rolled and cold rolled lamina¬ 
tion sheet steel • Pre-painted 
sheets, including Zincrometal® • 
Galvalume sheets • Culvert coils 
—galvanized and Beth-Cu-Loy 
PC 

Structural Shape Products: Wide- 
flange shapes • Standard beams, 
angles and channels 


Piling Products: H-piles • Piling 
pipe 

Tubular Products: Continuous 
weld pipe • Electric-resistance 
weld pipe • Double submerged arc 
welded pipe • Fabricated tubular 
products 

Railroad Products: Freight cars, 
industrial cars and car parts • 
Rails, tie plates, joint bars and 
axles • Frog and switch material • 
Prefabricated special track work 


Plate Products: Sheared, univer¬ 
sal and strip mill plates • Heat 
treated plates • Flanged and 
dished heads 

Tin Mill Products: Single and 
double reduced electrolytic tin 
plate • Single and double reduced 
black plate • Single and double 
reduced electrolytic chromium 
coated steel • Electrolytic tin 
coated sheet 

Carbon and Alloy Bars and Semi- 
Finished Products: Hot-rolled 
bars—standard and special sec¬ 
tions • Blooms, billets and slabs 

Rod and Wire Products: Wire 
rods • Manufacturers’ wire— 
bright, galvanized, Bethanized, 
aluminized and thermal treated • 
Nails and staples 

Reinforcing Bars and Construction 
Specialty Products: Concrete re¬ 
inforcing bars • Fabricated rein¬ 
forcing bars • Slabform and Bridg- 
form • Highway guard rails— 
beam and cable • Cold-formed 
shapes 


Tool Steel Products: Tool Steels— 
high speed, high alloy, carbon & 
low alloy • Specialty Steels— 
billets, hot rolled & deluxe bars • 
Precision ground flat stock • Drill 
rod 

Industrial Fastener Products: Cap 
screws, bolts, nuts, rivets, spikes 
and alloy studs • Mine roof bolt¬ 
ing and supports • Sucker rods • 
Stopper rods • Hot and cold 
forged custom designed parts 

Wire Rope Products: Wire rope 
and strand in bright and galva¬ 
nized wire • Fabricated assemblies 
consisting of wire rope slings, 
spliced products and socketed 
components 

Forgings, Castings and Special 
Products: Forgings—open and 
closed die press, closed die drop 
and circular • Hardened and 
ground forged steel rolls • Ord¬ 
nance • Castings—steel, iron, 
brass and bronze • Machinery 
weldments • Ingot molds and 
stools • Coke • Coal Chemicals— 


tar, benzene, toluene, xylene, am¬ 
monium sulphate and sulphur 

Fabricated Steel Products: Custom 
plate fabrication for the petro¬ 
chemical, utility, and heavy con¬ 
struction industries • Pressure 
vessels • Fractionating columns • 
Stacks and stack liners • Nuclear 
tanks and vessels Class 2 and 3— 
in carbon and alloy steel • Tanks 
and bins—liquid and bulk stor¬ 
age • Corrugated metal pipe and 
structural plate 

Marine Construction: Ships and 
ship repairs • Barges • Mobile off¬ 
shore oil drilling platforms • In¬ 
dustrial products 

Mineral Products: Iron ore • 
Manganese ore • Metallurgical 
and Bituminous Coal • Anthra¬ 
cite • Lime • Metallurgical, com¬ 
mercial and agricultural limestone 
• Slag • Mineral wool • Asphaltic 
concrete • Copper concentrates • 
Bentonite 


PLASTICS 

Products —Custom molded plas¬ 
tics products for the automotive, 
business machines, appliance, con¬ 
struction, furniture, textile, elec¬ 
trical and other industries 

Proprietary plastics products: 
Toys, games, shutters, residential 
siding, mirror frames, furniture 
and medicine cabinets 


Trade Names —Kusan, Nichols- 
Kusan, Southeastern-Kusan, 
Schaper, Cosom, and Mastic 
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